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SUMMARY 1978 1977 
Financial: 

Earnings (loss) before extraordinary item ..... $5,500,000 $ (29,223,000) 

= DEF CONVETTIDIE Share i... ee seen sede eee 15¢ $(6.23) 

Parmings (lass), for the year ooo eet $5,500,000 $ (8,985,000) 

je DE CONVENIDIE SMAle’, 2. se este eettgeetee eee 15¢ $(2.15) 

Dividends per convertible share .................... 50¢ 


WUGHRING CAD AN shel Gi aki esl lass 


Metal sales prices (per pound — U.S. currency): 
Refined nickel (average for year) ................... 
Ferronickel (average for year) .............e 

~ Copper (London Metal Exchange 

AMERAGE FON VEAL ie ces tudeeeslenshcenes seseques ques 


Metal sales (pounds): 
NIEKCE IM AlTOUMS tar taciabe claig. Re eos 
Copper (refined and in concentrate) .............. 


$ 251,488,000 


$1.94 
$1.82 


62¢ 


118,361,000 
140,647,000 


$ 252,411,000 


$2.12 
$2.09 
59¢ 


78,281,000 
155,201,000 


COVER DESIGN — 

Falconbridge Dominicana, C. por A. continued 
to produce ferronickel ingots in 1978 and began 
to produce a new product shape called 
Falconbridge ‘‘Ferrocones”’. 
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REPORT OF THE 
DIRECTORS TO THE 
SHAREHOLDERS 


Highlights of 1978 


During 1978 the nickel industry showed 
encouraging signs of recovery from the 
abnormally low levels of demand that 
have prevailed since 1975. The high 
inventories held by producers at the 
beginning of the year were significantly 
reduced due to decreased production 
and an encouraging improvement in 
demand. Severe competition continued 
in the marketplace, however, and this 
was reflected in a steady decline in 
nickel prices during the year. 


As part of the planned curtailment for 
1978, Sudbury Operations and the 
Norwegian refinery were shut down for 
extended vacation periods during July 
and August and the refinery operated 
throughout the year with a 20 per cent 
reduction in working hours. As a result 
of these measures production was 
reduced to approximately 50 per cent 
of capacity and Falconbridge 
inventories of nickel in all forms had 
declined by year end to 44,009,000 
pounds from 78,262,000 pounds at the 
end of 1977. The decision to reduce 
nickel production, however, resulted in 
the loss of a significant amount of 
copper and cobalt production for which 
there are ready markets. 


In January, 1979, employees at the 
refinery returned to normal working 
hours. Early in the same month the 
Company announced plans to increase 
production at Sudbury Operations by 
10 per cent and to rehire during the first 
half of the year approximately 250 of 
the laid-off employees. 


The Company’s environmental 
improvement project, involving major 
revisions to the smelter facilities at 
Sudbury Operations, was substantially 
completed at a cost of $78,794,000 to 
December 31, 1978. The acid plant and 
one of the two roaster-electric furnace 
lines were successfully put into 
operation in July. All Sudbury 
production since the summer shut-down 


has been achieved with the one furnace 
line. The roaster gas from the smelter 
operation is treated in the acid plant to 
produce sulphuric acid and thereby 
reduce sulphur dioxide emissions to the 
atmosphere. It is a source of 
satisfaction to the Company that as a 
result of this new plant, emissions to the 
atmosphere from the smelter are now 
well within the limit allowed in the 
timetable established by the Ontario 
Government for the Company’s 
operations. The second furnace will be 
made ready for operation during 1979 
and kept on stand-by. 


The Integrated Nickel Operations 
and all of the major subsidiary 
companies recorded increased profits 
during 1978 except Falconbridge 
Dominicana, C. por A., which recorded 
its first loss since the start-up of 
commercial operations in 1972. 


Falconbridge Dominicana operated 
at an average of 45 per cent of capacity 
throughout the year because of the 
weak market demand for ferronickel 
and in order to reduce its inventories. 
The company’s loss for the year 
resulted primarily from the low level of 
production and a substantial reduction 
in the net realized price for ferronickel. 
Total sales of ferronickel to 
Falconbridge Nickel Mines Limited in 
1978 were 43,562,000 pounds of 
contained nickel compared with 
45,477,000 pounds in 1977. 


The earnings of Falconbridge 
Copper Limited in 1978 more than 
doubled from the 1977 level, due to 
increased operating efficiencies and 
substantially higher metal prices. 
Production of copper and zinc 
decreased slightly; however, gold 
production increased significantly due 
to higher tonnage taken from the 
recently opened Cooke Mine in the 
Opemiska Division. At year-end the 
company purchased an additional 


interest in the Sturgeon Lake Joint 
Venture thereby increasing its 
participation from 67 per cent to 93.4 
per cent. In the Lake Dufault Division, 
development work continued on the 
Corbet Mine which it is anticipated will 
start production in the latter part of 
1979. 


Consolidated sales and net earnings 
of Indusmin Limited were the highest in 
the company’s history. Revenues at all 
of its Canadian mineral operations were 
at record levels, and the inclusion for 
the full year of the operation at Lawson- 
United Feldspar and Mineral Company 
in Spruce Pine, North Carolina 
(acquired in 1977), had a positive effect 
on both sales and earnings. Although 
sales of steel castings by Fahramet 
Limited were lower in 1978, this 
subsidiary reported a profit compared 
with a loss in 1977. 


United Keno Hill Mines Limited 
experienced a good year with earnings 
and sales exceeding those of 1977 due 
mainly to increased production of lead 
and higher prices for lead and silver. 


Consolidated Earnings 


Consolidated earnings for the year 
1978 were $5,500,000 compared with 
a consolidated loss in 1977 of 
$29,223,000 before an extraordinary 
gain of $20,238,000 realized from the 
sale of shares of Alminex Limited. The 
loss in 1977 after the extraordinary item 
was $8,985,000. After providing for 
preferred share dividends, the 
consolidated earnings in 1978 were 
equal to 15 cents per convertible share 
compared with a 1977 loss of $6.23 per 
convertible share before the 
extraordinary gain and $2.15 per 
convertible share after such gain. The 
low level of earnings in 1978 was 
attributable mainly to the general 
weakness in the demand for nickel 
products and severe price competition 
in the nickel industry. 


FALCONBRIDGE NICKEL MINES LIMITED 


The Integrated Nickel Operations 
contributed earnings of $6,443,000 in 
1978 compared with a loss of 
$21,629,000 in the previous year. Sales 
of refined nickel were more than double 
the volume sold in 1977. Copper sales 
volume was 30 per cent lower than in 
1977, reflecting the production 
cutbacks from Sudbury ores. Prices for 
nickel declined sharply during 1978 
while copper and cobalt prices 
strengthened. Since most of the 
Company’s production is sold in United 
States currency, the weakness of the 
Canadian dollar relative to the U.S. 
dollar continued to have a favourable 
impact on revenues. Notwithstanding 
the beneficial effect of such gains on 


Currency exchange, the selling price of 
nickel products in Canadian currency 
was Sharply lower in 1978 than in the 
previous year. The unit costs of 
production at both the Sudbury 
Operations and the Norwegian Refinery 
have increased over those of 1977 
because of lower levels of production, 
higher labour rates and the increased 
cost of fuel and supplies. The stronger 
Norwegian kroner had an additional 
unfavourable impact on refinery costs. 


The contribution to consolidated 
earnings from subsidiary companies in 
1978 increased from $3,765,000 in 
1977 to $4,549,000. The 1978 
contribution from Falconbridge Copper 


Limited was $7,498,000, an increase of 
$4,585,000 over that of the previous 
year. Indusmin Limited contributed 
$2,027,000, up $776,000 from 1977. 
Wesfrob Mines Limited contributed 
$551,000 and Oamites Mining 
Company (Proprietary) Limited 
contributed $405,000 compared with 
losses of $2,211,000 and $336,000 
respectively in 1977. A loss of 
$6,596,000 in respect of Falconbridge 
Dominicana is included in consolidated 
results compared with an earnings 
contribution of $2,788,000 in 1977. 


The contribution from associated 
companies, recorded on an equity 
basis, together with dividends and 
interest from other investments 
amounted to $4,548,000, down 
$1,241,000 from the previous year. The 
main reason for the decline was the 


absence of a contribution from Alminex 
Limited which was sold in 1977 and 
had contributed $3,776,000 in that 
year. Dividends of $1,469,000 were 
received in 1978, $701,000 more than 
in 1977, and interest of $1,008,000 was 
received from the Company's 
investment in debentures of Western 
Platinum Limited. 


Unallocated corporate expenditures 
for the year, net of dividend and interest 
income, amounted to $7,317,000, 
down $8,986,000 from the previous 
year, largely as a result of non- 
recurring Items in 1977. 


Further details of the financial results 
of individual operations and companies 
appear in Statement 4, page 26, and on 
pages 35 to 44. 


EARNINGS ($ Millions) CONTRIBUTION TO CONSOLIDATED EARNINGS 


Consolidated Integrated 
earnings nickel 
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Falconbridge 
Copper 


1978 119 77 


Falconbridge 
Dominicana Others . 
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$ Millions 


“Before extraordinary item 


Working Capital 


Consolidated working capital 
decreased by $923,000 during 1978 to 
$251 ,488,000 at December 31. 
Operations contributed $45,213,000 to 
working capital, the reclassification of 
the current portion of Falconbridge 
Dominicana’s long term debt increased 
working capital by $7,828,000 and 
other sources contributed $2,600,000. 
Working capital was decreased by 
expenditures on property, plant, 
equipment, development and 
preproduction of $42,964,000 
(including $12,817,000 incurred in 
respect of the Smelter Environmental 
Improvement Program), dividend 
payments to the preference 
shareholder of $4,732,000, the 
reduction of long-term debt by 
$3,908,000 and other items amounting 
to $4,960,000. 


CONSOLIDATED 
CAPITAL 
EXPENDITURES 

BY GEOGRAPHICAL 
AREA IN 1978 


CONSOLIDATED CAPITAL EXPENDITURES 
BY GEOGRAPHICAL AREA 


1978 1977 


$ millions % $ millions % 


Ontario $27.7 64% $57.6 71% 
Canada total $34.5 80% $65.4 80% 
Foreign 8.5 20 16.3 20 

World total $43.0 100% $81.7 100% 


The following charts and table reflect the combined operating and capital sources and 
applications of working capital (funds) by major revenue and expenditure categories: 


CONSOLIDATED 
SOURCES AND 
APPLICATIONS OF 
WORKING CAPITAL 
(FUNDS) 


SOURCES 
OF FUNDS 
IN 1978 


Other 
products 
10% 


APPLICATIONS 
OF FUNDS 
IN 1978 


%py SAIN! 


os 19U)0 
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Sources of funds: 
Product sales— 
Refined nickel 
Ferronickel 


Nickel, all forms 

Copper 

Other metals 
(Zinc, cobalt and 
precious metals) 

Other products 


Total product sales 
Borrowings and 

share issues 
Other 


Total 


Applications of funds: 
Suppliers— 
Canada 
Foreign 


Total 


Salaries and wages 
(net)— 
Canada 
Foreign 


Total 


Government 
agencies— 
Canada 
Foreign 


Total 


Debt and other 
items 

Dividends to 
shareholders 


Total 


Net total 
Adjustments— 

Funds applied to 
increase metals 
inventories 

Reduction of prior 
years’ metals 
inventory 
accumulations 


Working capital 
increase (decrease) 


1978 1977 
$ millions % $ millions % 
$158.6 29.9% $ 75.2 12.8% 
90.8 Witt 94.0 16.1 
249.4 47.0 169.2 28.9 
102.2 19.3 94.3 16.1 
103.8 19.6 70.6 12.1 
52.8 10.0 47.6 841 
508.2 95.9 381.7 65.2 
8.2 eS 154.5 26.4 
13.6 2.6 489 8.4 
530.0 100.0% 585.1 100.0% 
AV.S33 36.5% 227.6 39.7% 
82.6 ive: 108.9 19.0 
257.9 53.7 336.5 58.7 
78.0 16.2 87.3 15:2) 
30.0 6.3 32.6 Sur 
108.0 225) 119.9 20.9 
56.0 ales 49.2 8.6 
10.5 2p 13.4 2.4 
66.5 13.8 62.6 11.0 
41.4 8.6 48.7 8.5 
6.5 1.4 5.2 0.9 
480.3 100.0% 5729 100.0% 
49.7 2. 
(88.1) 
50.6 
$ (0.9) $100.3 


The total funds applied in 1978, before inventory and working capital adjustments, 
approximated $480,000,000 of which $258,000,000, 54 per cent, went to suppliers for 
operating supplies and fixed assets; and $108,000,000, 22 per cent, represented take- 
home pay for employees. Taxes of various kinds to all levels of governments amounted to 
$66,000,000, 14 per cent of total funds applied. Dividends paid to shareholders amounted 
to 1 per cent of funds applied. While approximately 82 per cent of sales revenues were 
earned overseas, only 30 per cent of all funds utilized went to non-Canadian sources. 


FALCONBRIDGE NICKEL MINES LIMITED 


Return on Net Assets 


The return on consolidated assets less 
current liabilities was 1.7 per cent, 
compared with a negative return on 
investment in the previous year 
resulting from the consolidated loss. 
Before a Significant return on 
consolidated investment can be 
attained, considerably higher nickel 
prices, improved demand for 
ferronickel, and a return to normal 
production levels for nickel are 
required. 


Marketing Summary 


Sales of Falconbridge nickel in all forms 
during 1978, including nickel refined 
and delivered on a commission basis, 
totalled 118,361,000 pounds 


CONSOLIDATED 
SALES REVENUES 
BY GEOGRAPHICAL 
AREA IN 1978 


CONSOLIDATED SALES REVENUES 
BY GEOGRAPHICAL AREA 


1978 1977 

$ millions % $ millions % 
Europe $194.6 38% $145.4 38% 
USA 166.4 33 114.5 30 
Others 54.1 11 1533) 4 
Total foreign 415.1 82 Zoe 72 
Canada 93:1 18 106.5 28 
World total $508.2 100% $381.7 100% 


ee eee 


compared with 78,281,000 pounds in 
1977. This sharp increase reflects the 
improvement in demand from the very 
low levels experienced in 1977. 


In the United States, nickel demand 
remained firm due to increased activity 
in the aircraft industry and the 
attendant increase in the consumption 
of nickel alloys and specialty steels. An 
upturn in the plating sector reflected 
continued growth in the automotive 
industry. In Europe, the basic economy 
continued to show gradual 
improvement. 


The highly competitive conditions 
experienced in 1977 carried forward 
through 1978. Although there was 
improvement in the demand for nickel, 
selling prices declined due to the large 
producer inventories and the 
continuing efforts of suppliers to 
maintain market share. The production 
of refined nickel in the non-Communist 
world in 1978 was about 930,000,000 
pounds, 24 per cent below the level of 
1977. It was the first year since 1974 in 
which producer shipments exceeded 
production. 


Low prices prevailed throughout the 
year. The average selling price per 
pound by the Company for refined 
nickel in 1978 was U.S. $1.94 
compared with U.S. $2.12 in 1977. For 
ferronickel the average selling price per 
pound was U.S. $1.82 in 1978 
compared with U.S. $2.09 in 1977. 


The London Metal Exchange price 
for copper advanced by approximately 
5 per cent during 1978 to an average 
level of U.S. 62 cents per pound 
compared with the equivalent 1977 
price of U.S. 59 cents per pound. 


The rising demand for cobalt, 
coupled with the falling supply in the 
years 1974 through 1977, attributable 
primarily to reduced supply from 
African producers, led to soaring prices 
for cobalt in 1978. The producer price 
of cobalt rose from U.S. $6.40 per 


pound at the beginning of the year to 
U.S. $20.00 per pound at year end. 


Sales by the Company of metal 
products from the Integrated Nickel 
Operations and from the Ferronickel 
Operations were as follows: 


1978 1977 
(pounds) 


Refined nickel 


in all forms 74,884,000* 34,887,000* 
Ferronickel 43,477,000 43,394,000 
Copper 32,076,000* 44,949, 000* 
Cobalt p25 5, 0005 1,494 000 


“Includes metal refined and sold as agent 
for the owner. 


Sales of copper concentrates by 
subsidiary companies in 1978 
contained 108,571,000 pounds of 
copper, 1.5 per cent lower than the 
1977 figure of 110,252,000 pounds. 
Sales of zinc contained in concentrate 
totalled 85,337,000 pounds in 1978, 4 
per cent lower than the 1977 figure of 
89,032,000 pounds. 


Exploration 


Consolidated exploration expenditures 
of Falconbridge and its subsidiary 
companies were $7,662,000, a 
decrease of $2,064,000 from the 1977 
level. Expenditures by Falconbridge 
Nickel Mines Limited and its wholly- 
owned subsidiaries during 1978 were 
$5,371,000, a decrease of $2,785,000 
from the 1977 level. 


The outlay for exploration during 
1978 was lower than in 1977 due to 
adverse economic conditions in the 
mining industry generally and the nickel 
sector in particular. Exploration 
expenditures in 1979 are expected to 
be at a higher level than those of 1978. 


General exploration activities in 
Canada were directed from regional 
offices in Vancouver, Winnipeg, 
Sudbury, Timmins, Quebec City 
and St. John’s. Falconbridge 
participated in joint venture programs 
with associated companies and others in 


Newfoundland, Quebec, Manitoba and 
the Yukon Territory. 


Falconbridge continued its 
participation as a minority partner in a 
major exploration program to evaluate 
a porphyry copper prospect in Chile. 
Drilling, preliminary metallurgical tests 
and other related studies carried out 
during the year gave encouraging 
results. 


In southern Africa, the Company's 
exploration efforts in the Republic of 
Botswana have been accelerated in a 
search for economic mineral deposits. 


CONSOLIDATED 
EXPLORATION 
EXPENDITURES 

BY GEOGRAPHICAL 
AREA IN 1978 


Foreign 
other metals 
26% 


CONSOLIDATED EXPLORATION EXPENDITURES 
BY GEOGRAPHICAL AREA 


1978 1977 


$ millions % $ millions % 


Canada-Nickel $1.2 16% $3.0 31% 
-Other metals 3.9 51 4.0 41 
-Total 51 67 7.0 72 

Foreign-Nickel 0.6 7 ae) 13 
-Other metals 2.0 26 1.4 15 
-Total 2.6 33 Pith 28 

World -Nickel 1.8 23 4.3 44 
-Other metals 5.9 ve 5.4 56 
-Total $7.7 100% $9.7 100% 


Various prospects are being explored 
on grants held under special 
prospecting licences. 


Field work related to an exploration 
program on nickel laterite deposits in 
the Zambales Mountains, Republic of 
the Philippines, continued during the 
year. This program has been 
undertaken under the terms of 
agreements with Global Mining 
Resources Inc., Global Marine Inc., and 
Benguet Consolidated Inc. Further 
work on the Zambales deposits is 
planned in 1979. Other prospective 
nickel laterite areas in Africa and South 
America will also be investigated. 


In Norway, the Company has 
concentrated its exploration efforts on 
evaluating nickel sulphide prospects in 
three separate areas. 


Research and Development 


Expenditures on research and 
development amounted to $3,086,000 
in 1978, compared with $3,844,000 in 
the previous year. Nickel process 
research ranged from investigations 
directed to the successful start-up and 
optimization of roasting, electric 
furnace smelting and acid making in the 
new smelter at the Sudbury Operations, 
to the development of techniques for 
improving the homogeneity of plant 
feed at Falconbridge Dominicana. 
Laboratory projects for associated 
companies included development of 
methods of refining by-product arsenic 
and silver precipitates. 


The increasing demand for cobalt 
prompted investigations into methods 
of improving recoveries from the 
Company's ores and of treating cobalt- 
bearing by-products from certain 
outside sources. By year end several 
promising techniques had been 
developed. 

Product research centred on 


broadening the range of the 
Company's nickel products to satisfy 


the demands imposed by the 
increasingly competitive nature of 
present-day markets. 


Mining research was primarily 
directed towards ground control, safety 
and improvement in mining methods 
and equipment with a view to reducing 
costs through improved productivity. 


Falconbridge continued its financial 
support of the Mining Industry 
Research Organization of Canada. 
Field testing of improved miners’ 
clothing, caps, lighting and respirators 
continued, with favourable results, in 
WS. 


Environmental Control 


The start-up of the Smelter 
Environmental Improvement Program 
facilities at Sudbury Operations in mid- 
1978 has resulted in a major reduction 
in sulphur dioxide emissions, as 
described earlier in this report. 


The new tailings disposal and waste 
water treatment system for the 
Falconbridge mill-smelter area was 
operating before year end. This system 
will allow control of waste water quality 
within Provincial Government criteria 
and has the potential for safe storage of 
tailings for twenty years or more by 
staged increases to the height of the 
containment dams. 


At Giant Yellowknife Mines Limited, 
the improved operation of the arsenic 
dust collection system continued to 
show reductions in the emission levels. 
Confirmation of these lower emission 
levels are provided by results of snow 
and air monitoring conducted by both 
Giant Yellowknife and Environment 
Canada. 


Falconbridge is continuing its 
participation in three Federal- 
Provincial-Industrial Task Forces that 
are studying air and water emissions 
from smelters and similar facilities and 
the usable control technology. The 
objective is to recommend a basis for 


oe ————— 


©) 


Magnified view of a NICKEL CROWN, 
a new and improved form of 
Falconbridge electrolytic nickel for use 
in the electroplating industry. 


Canada-wide emission guidelines and 
regulations that will protect the 
environment and be economically 
acceptable to industry. 


Fiftieth Anniversary 


Falconbridge Nickel Mines Limited was 
incorporated under the laws of Ontario 
on August 28, 1928 and marked the 
observance of its Fiftieth Anniversary 
during 1978. The occasion was suitably 
recognized in corporate publications 
and through special programs for 
employees at various locations. 


Shareholders 


At December 31, 1978 there were 
8,351 shareholders, of whom 6,367 
were of Canadian registry holding 
4,721,029 convertible shares. This 
represents 94 per cent of the 5,024,455 
convertible shares outstanding after 
deduction of 45,483 shares held by 
subsidiaries. At the end of 1977 there 
were 9,150 shareholders of the 
outstanding convertible shares, of 
whom 6,997 were of Canadian registry 
holding 4,503,100 convertible shares 
representing 90 per cent ownership. In 
addition, the 3,000,000 preference 
shares with par value of $25.00 each 
were held by one shareholder of 
Canadian registry. 


Dividends 


The directors declared dividends on the 
preference shares amounting to 
$4,732,000. No dividends were 
declared on the Class A shares or the 
Class B shares during 1978 because of 
the necessity to conserve cash. 


Organization 


Mr. William |. Spencer, President of 
Citibank, N.A., and a director of the 
Company since 1970, did not stand for 
re-election as a director at the Annual 
Meeting of Shareholders held on April 
11, 1978. Your directors expressed 


their sincere gratitude and appreciation 
to Mr. Spencer for his wise counsel and 
his abiding interest in the Company’s 
affairs during his years on the Board. 
Mr. Russell E. Harrison, Chairman and 
Chief Executive Officer of the Canadian 
Imperial Bank of Commerce, was 
nominated in place of Mr. Spencer and 
elected a director at the Shareholders’ 
Meeting. 


The business community and your 
directors were profoundly saddened by 
the passing of Mr. F. H. Brandi on 
August 18, and Mr. R. B. Fulton on 
August 19, 1978. Mr. Brandi had been 
a director of the Company since 1968 
and, prior to his retirement, Chairman 
of Dillon, Read & Co. Inc. of New York. 
Mr. Fulton had been a director of the 
Company since 1975. The valuable 
contribution to the Company's affairs 
by Messrs. Brandi and Fulton has been 
gratefully acknowledged and recorded 
by their fellow directors. 


To fill the vacancies created by the 
passing of Messrs. Brandi and Fulton, 
the directors elected Messrs. B. R. 
Dorsey and H. B. Keck, Jr. as directors 
of the Company. Mr. Dorsey is 
Chairman and Chief Executive Officer 
of Resource Drilling Inc., and Mr. Keck, 
Jr. is Vice-President Administration of 
the First Los Angeles Bank. 


Mr. J. E. Reid was elected Chairman 
of the Board upon the resignation from 
that position of Mr. H. B. Keck, who had 
been Chairman since 1969. Mr. Keck 
continues as a director of the 
Company. 


Mr. G. T. Robertson was appointed 
Vice-President Personnel of the 
Company. This is a new position which 
will involve personnel and industrial 
relations policies and the initiation of 
programs to support corporate goals 
and improve the effectiveness of the 
Company's human resources. Prior to 
joining Falconbridge, Mr. Robertson 
had been Senior Vice-President, 
Personnel of the Bank of Montreal. 


Personnel 


At the end of 1978, the Falconbridge 
group of companies had a total of 
12,635 employees. During the year a 
number of collective agreements were 
successfully negotiated, none of which 
resulted in strikes or work disruptions. 


In Sudbury Operations a major 
organizational development program 
was initiated to bring about further 
improvement of organizational 
effectiveness throughout the Sudbury 
complex. This will provide for the 
orderly planning and development of 
our personnel requirements in the 
Sudbury Operations. 


Positive steps were taken in 1978 to 
improve the management of the 
Company’s human resources. A major 
personnel and management 
development program was initiated, 
with the aim of strengthening the 
recruitment and development of high- 
potential personnel in the years ahead. 


Appreciation 


To all employees, shareholders, 
customers, contractors and suppliers, 
the directors record their sincere 
appreciation for the fine support and 
cooperation they have received during 
another very difficult year for the mining 
industry. 


On behalf of the Board of Directors: 


MARSH A. COOPER, 
President and Managing Director. 


Toronto, Ontario. 
February 28, 1979. 
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Falconbridge electrolytic nickel 


Squares produced by the company’s 
Integrated Nickel Operations for a 
wide range of industrial uses in 


international markets. 
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AUDITORS' REPORT 


To the Shareholders of 
Falconbridge Nickel Mines Limited 


We have examined the consolidated balance sheet of Falconbridge 
Nickel Mines Limited as at December 31, 1978 and the consolidated statements 
of earnings, retained earnings and changes in financial position for the year 
then ended. We have also examined the statement of investment in associated 
and other companies as at December 31, 1978 and the statement of supplementary 
information as at December 31, 1978 and for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the 
circumstances. 

In our opinion, subject to the uncertainty as to recovery of 
certain deferred development and exploration expenditures as explained in note 
9(c) (iv), these consolidated financial statements present fairly the financial 
position of the company as at December 31, 1978 and the results of its operations 
and the changes in its financial position for the year then ended, and the 
statement of investment in associated and other companies and the statement of 
supplementary information present fairly the information set forth therein, 
all in accordance with generally accepted accounting principles applied on a 


basis consistent with that of the preceding year. 


Bh bos 
Toronto, Canada, 7 


February 15, 1979. Chartered Accountants 


ACCOUNTING POLICIES 


___ The financial Statements of Falconbridge Nickel Mines Limited have been prepared by management in accordance with accounting 
principles generally accepted in Canada, consistently applied. The financial information in this report is based on information available up to 
peely 15, 1979 and presents the financial position and results of operations within the framework of the accounting policies summarized 

elow: 


A. Basis of consolidation and accounting standards 

(i) Falconbridge generally consolidates the financial statements of subsidiary companies (owned more than 50%), and accounts on 
an equity basis for effectively controlled companies. Those companies incorporated in foreign countries in which there are 
significant restrictions on the transfer of funds are accounted for on a cost basis; 

(ii) The differences between the interest in the book value of the net assets of a consolidated subsidiary and the carrying value of the 
investment are allocated to the subsidiary’s asset accounts based on their fair values at the date of acquisition. For consolidated 
operating subsidiaries, the differences are depreciated, depleted or amortized in each case over the lesser of (i) the estimated life 
of the consolidated subsidiary’s recoverable resources or (ii) a period of twenty-five years from the date of acquisition of the 
investment or the date the subsidiary commenced operations; and 

(ili) For pene ee purposes foreign subsidiaries’ financial statements are restated to accord with the Company’s accounting 
principles. 


B. Translation of foreign currencies 
(i) Current assets and current liabilities are translated into Canadian dollars at approximate quoted rates of exchange at year-end; 

(ii) Items included in property, plant and equipment, other assets, and non-current liabilities are generally translated into Canadian 
dollars at rates of exchange prevailing when they were acquired or incurred; 

(iii) Revenues and expenses are translated into Canadian dollars at the approximate average monthly quoted rates of exchange, 
eo that provisions for depreciation, depletion and amortization are translated at the rates used to translate the related assets; 
an 

(iv) On translation of foreign subsidiaries’ financial statements for consolidation purposes, net unrealized gains are deferred and 
losses are reflected in earnings. 


C. Revenue recognition 
Revenues for the sale of refined metals, ferronickel, industrial minerals and metal castings are recorded in the accounts when legal title 
passes to the buyer. 
Where metals contained in concentrate are sold under contracts, estimated revenues are recorded in the accounts during the month 
when the concentrates are produced. The estimated revenues may be subject to adjustment on final settlement or may be adjusted 
prior to final settlement, usually three or four months after the date of production, to reflect changes in metal market prices and weights 
and assays. 


D. Valuation of inventories 
Metals inventories are valued at the lower of cost or net realizable value. Cost includes direct labour and material costs as well as 
administrative expenses at the operating properties but excludes development, preproduction and depreciation write-offs. The cost of 
inventories derived from Falconbridge’s ore is determined on a ‘‘last-in, first-out’’ basis, because of a fairly long production cycle; the 
cost of inventories derived from the subsidiaries’ ore and other sources is determined on a ‘‘first-in, first-out’? basis. The cost of 
supplies inventories is determined on an average cost basis. 


E. Property, plant and equipment 

(i) All property, plant and equipment and related deferred development and preproduction expenditures are recorded at cost and 
include, where appropriate, the fair value adjustments referred to in policy A (il) above; 

(ii) Falconbridge calculates depreciation on a straight-line basis at rates designed to amortize plant and equipment over the lesser of 
their useful lives or the lives of the producing mines to which they relate. For the year ended December 31, 1978, this resulted ina 
composite rate of 4.5% (1977 — 7.7%), based on the original cost of assets not yet fully depreciated. Generally the subsidiary 
companies calculate depreciation on a straight-line basis at rates varying from 5% to 25%. Depreciation is provided on the unit of 
production basis by Wesfrob Mines Limited and by Falconbridge Copper Limited for certain of its properties; 

(ili) Idle plant and equipment resulting from the temporary curtailment of operations continue to be depreciated. Care and 
maintenance costs during the standby period are expensed as incurred; 

(iv) Idle plant and equipment resulting from the termination of operations are carried at estimated salvage value. Upon sale or 
abandonment the cost of the fixed assets and the related accumulated depreciation are removed from the accounts and any gains 
or losses thereon are taken into earnings; 

(v) Depletion of properties is provided on a straight-line basis over a period equal to the lesser of the estimated life of the resources 
recoverable from the properties, or twenty-five years; 

(vi) Development and preproduction expenditures are deferred until the commencement of commercial production. These, together 
with certain subsequent development expenditures which are also deferred, are written off at rates designed to amortize the 
expenditures over periods not longer than the lives of the producing mines or properties; and 

(vii) Repairs and maintenance expenditures are charged to operations or development and preproduction; major betterments and 
replacements are capitalized. 


F. Exploration 
Exploration costs incurred to the date of establishing that a property has reserves which have the potential of being economically 
recoverable are charged against earnings; further costs are generally capitalized and then amortized as appropriate under policy E 
above. 


G. Research and process development 
Research and process development costs are charged against earnings as incurred. 


H. Retirement plans 
The costs of retirement plans are charged against earnings in the year premiums or required fundings are payable. Past service costs 
are generally being funded over periods of up to 15 years. 


1. Income and mining taxes 
All companies follow the deferral method of applying the tax allocation basis of accounting for income and mining taxes. Under this 
method timing differences between the period when income or expenses are reported for tax purposes and the period when they are 
recorded in the accounts result in provisions for deferred taxes. These are segregated in the deferred income and mining tax account 
at year-end. 
Where appropriate, income taxes and withholding taxes are provided on the portion of any foreign subsidiaries’ income which it is 
reasonable to assume will be transferred in a taxable distribution. 
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FALCONBRIDGE NICKEL MINES LIMITED 


(Incorporated under the laws of Ontario) 


CONSOLIDATED BALANCE SHEET — DECEMBER 31, 1978 


(With comparative figures for 1977) 


ASSETS 


CURRENT: 


Cash and temporary investments, at cost which approximates 
market-value (note:1.O) pages22. eee aese ree a nee een n Ee eet rene eee nert ree 


Accounts and metals settlements receivable (note 12, page 24) 
Inventories of metalsi(mote:e Page: 2.1) iaaaaeeecece tees eeeturse paerreee ee senna eee 
Inventories Of SUPDILES cat a arcautcanttmer ace ec eetett eae ore ee meee et ier eee ee eee 


PROPERTY, PLANT AND EQUIPMENT (note 9, page 21): 


Producing assets — 


Plant-and:equipmentsatiCOSte racers ema erte se nen are eetria eee eincrrene 
Land and properttes; GliCOStiis. sr wa seraetcectenanea eect stress nee renee 


Less accumulated depreciation and depletion ................cc..cccecesseeeeeeees 


Development and preproduction expenditures, at cost 


IESS AMOUNTS: WHITTEMHO MT eases eee cera eee ee eee eet eee 


Non-producing assets — 
Properties and projects, at cost 


lESS: AMOUNTS: WTS RTO Perce coca cee sae ese ee see rete ener 


OTHER: 


Investment in associated and other companies 
(Statement 5, page 29) 


(See notes to consolidated financial Statements) 
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Deposits, long-term accounts receivable and other assets, at cost 
Debt discount and issue expenses, at cost less amounts written off 


1978 1977 
(000’s) (000’s) 
$103,526  $ 121,287 

127,383 82,781 
84,481 135,105 
WBGEEESE Cee 
(938,939 ee 
598,055 509,332 
23,455 20,528 
621,510 529,860 
345,301 321,588 
276,209 208,272 
91,392 96,496 
367,601 304,768 
88,913 150,356 
456,514 455,124 
55,242 54,390 
2,722 2,518 
3,162 3,742 
61,126 60,650 

$ 866,579 $ 888,153 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT: 


SYCNS| Gia (Gh 218) tala (gts teie yi 1 diacn Pemeep ess eR R Na BOT NGM BAIR SMe it 00 aR PN aan ener PN 
Pee OUio Payamerand accrued CHAT GES ii s.c. a chains Ao cin h wt eens cee eee 
PENANCE DAyinieiits:ONSaleS:CONtPACtS 4 mc 1a., cys ieesuaaths sulitug censoce qauacena reco ecee eae oeoes 
Dic es ANI CAWACIES Day AILS iro ney See ce, aura ewsataioaas casei: Ge eae cna ee eS 
iMeOmeraicroticletaxesPaVablexecres. cee. eine nein cme eer inner cnn te ee 8 Set 
Eong-tennr Cepia natunine: Within One Year actress ord at eens iene abenasalsvors aveqaeiesiweee 


LONG-TERM DEBT (note 10, page 22): 


EalcononcdGgeiNickellMinesralimite cikersereccasremnreesccceereseren Garces ect te eer Pere enee rare 
ACO Oud Ges) Onli Gamers GO Ole Aap aenurcnne menue, tee ssecm nat Ame eeae ema traa eter ne ease 
OihemCOMpPANleS we prereset cee ey eo ete at Re Oh Gates 4A a aed nee ee ree 


DEFERRED INCOME AND MINING TAXES (note 6, page 20) .......... een eeeeeeeeees 
MINORITYAINTERES (ieee iin. nce acre snc sctmsaro cee uaaeacahatwans ace boctmnee seems tsar dase teeecnan ceases 


SHAREHOLDERS’ EQUITY: 
Capital (note 11, page 24) — 
Authorized: 
3,000,000 Preference shares of the par value of $25 each 
7,001,000 Convertible shares without par value 
1,000 Common shares without par value 


Issued: 


BrOOOOOOMPFEIETEMCESIALCS Metrcnrancneacsccconaeeeencnce steer eeetmer emt acuta Cece enn eh ent 
5,024,455 Convertible shares in 1978 (5,010,055 shares in 1977) ..............08 


Periniedier ties (Motel ON OagS 22) e6 scart oti cate tame mite pan in cnet hurt Waas pastry x sos 


Less 45,483 convertible shares held by subsidiary companies, at Cost ..............08. 


On behalf of the Board: 
M. A. COOPER, Director 


W. F. JAMES, Director 


STATEMENT 1 


1978 1977 
(000’s) (000’s) 
$ 4,080 $ 10,701 
56,926 60,998 
13,229 
11,680 13,338 
18,927 8,450 
5,838 13,252 
97,451 119,968 
173,244 174,604 
118,554 113,050 
3,205 3,740 
295,003 291,394 
23,687 30,153 
66,183 63,511 
75,000 75,000 
89,360 89,000 
164,360 164,000 
223,074 222,306 
387,434 386,306 
(3,179) (3,179) 
384,255 383,127 
$866,579 $888,153 
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FALCONBRIDGE NICKEL MINES LIMITED 


CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1978 
(With comparative figures for 1977) 


CONSOLIDATED STATEMENT OF EARNINGS 
(See additional details — Statement 4, page 26) 


REVENUCS oscil scr Sa ae 


Operating expenses: 
Costs of metal and other product sales 
Selling, general and administrative expenses 
Development and preproduction expenditures written off (note 3, page 20) 
Depreciation and depletion (note 3, page 20) 
Other charges (note 2, page 20) 


Operating profit 


Interest and amortization of debt expenses (net of interest income of $8,068,000 in 1978 

and $5,974,000 in 1977) 
Expenditures on exploration 
Expenditures on research and process development 


Income from investment in associated and other companies (Statement 5, page 29) .......... 


Earnings (loss) before taxes and other items 


Income and mining taxes (note 6, page 20): 
(GUIERE TIL Pian Si ee ee ee fee ct nae 


Earnings (loss) before minority interest and extraordinary item 
Minority sharehoiders’ interest in earnings of subsidiary companies 
Earnings (loss) for the year before extraordinary item 
Gain on sale of Alminex Limited shareholdings (net of taxes of $5,706,000) 
Earnings (loss) for the year 
Dividend requirement on preference shares 
Earnings (loss) applicable to convertible shares 


Earnings (loss) per convertible share (note 7, page 21): 
Before extraordinary item 
For the year 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Retained earnings, beginning of year 
Earnings (loss) for the year 


Dividends: 


Convertible shares (50¢ per share in 1977) 
Preference shares ($1.577 per share in 1978; 56.4¢ per share in 1977) 
Retained earnings, end of year 


(See notes to consolidated financial statements) 
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STATEMENT 2 


1978 1977 
(000’s) (000’s) 
$508,211 $381,684 

376,492 288,943 
29,932 22.686 
11,731 13,808 
29,182 31,239 

3,503 18,518 

450,840 375,194 
57,371 6,490 
25,622 22,247 

7,662 9,726 
3,086 3,844 
36,370 35,817 
21,001 (29,327) 
4,548 5,789 
25,549 (23,538) 
19,087 7,298 
(6,466) (7,240) 
12,621 58 
12,928 (23,596) 
7,428 5,627 
5,500 (29,223) 
20,238 

5,500 (8,985) 
4,732 1,692 
$768 $10,677) 
15¢ $ (6.23) 

15¢ $ (2.15) 

$ 222,306 $ 235,465 
5,500 (8,985) 
227,806 226,480 
(2,482) 

(4,732) (1,692) 

$ 223,074 $ 222,306 


STATEMENT 3 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1978 
(With comparative figures for 1977) 


Sources of working capital (funds): 
From operations, being — 
Earnings (loss) for the year before extraordinary itEM ........00c.cccccccceeeepeeeeseeeeeseteeeeens 
Add (deduct) items entering into the determination of earnings which neither use nor 
provide funds: 
Beoreciationrandde pletion ty wecsacect peetcecc eters. zc kant meen mene ies ert eee 
Development and preproduction expenditures written Off .........ccccccscsecseesseseeeeeeeees 
AMOLtiZatlOmiOlrdebizexDenSeSin- cases ssa seccete Comat geen coe eels een ete ee ts ee 
PC Ome anicemmmningaxes: deterred garni. sate. cee ty crbcccencubewiauntiie detent once see 
Minority shareholders’ interest in earnings of subsidiary companies ..................... 
Gainsronccisposalbon fixedasSetSmaime ese sare cee ee ree ee 
Gains on disposal and write-off of investments (net) .................cceeeeeceseeseseserereeeeees 
Interest in earnings of companies accounted for on an equity basis in excess of 
GIVI EMASTECEIVG CRS gfe cscte se eae Seem cree Tek At aicea ae eae etene eaten eee eae ine vatreceeGe 
LOtAlLEOMIO DET ATION Saranenesta. tas tarnewacaneteanutag arma Sanctenn en nie a cacn mantener ee enone 
PROCCEOS IFOMEG|SDOSAIkOMINVESIMIeMt Sue mmencrecn sa eee ctnereen= tanta eeneae creme nee eRe ene entree 
Procesdsmnomnd(spOSsallOfailxedsaSSets marwevecicce ence meester ce usneiny see ener eee mentee aceite 
ISSUeTOL Gonvertibleshnanes, SOCK OPtlOMS: CXENCISE Cimmassnassrenssntecceeemnntercerescaeees eeeneteneeeeas 
Reclassification of long-term debt maturing within one year (note 10, page 22) ........... 
SIs RIG Oks | ASW 5 ele -e Lue nn nan (eietoa br nes teak /peniinray ape DRO gitar n Saa?, Se PRI Pen een Nec iain Int Sat ACN eee 
ISSUCZO ts PRETETE MCE sina Sune censure cate tetecrac ccenccet saenie semen te Relea aceon meter cme enc 


Applications of working capital: 
PIODEhY Oleic Ge quipmentkkex Gel TUKCS lemevanacertenaqste tere Gerard Ai iieteE ye meeecenrncnetarote 
Develooment and preproduction expen GiiUNeSi serene canaemetoeecenceesence ecscneeeaaeertastentes 
Bimiend payments, to preference SharenOlden cx. acics,. cs caucseawticmuanan a vanesaartemn eosemmanuaane 
Changes in minority interest, including dividends paid by consolidated subsidiary 
eomoanies of $1.7 50:000 in 1:978:($1 007,000 iin’ 197 7 )i needed entrees ncrenseeenencaeae. 
DECKEASENIMIOMG=EhM GS Dic saresnchsaennce ap areaceacauttcennee «Santen ste sou spas endee mone osn Reranch osteshi aint 
Nic ease (GecreaSe) A OUIE! NON=CUITENE ASSETS. Saree weh annemenicarseavn sannasosavgalpuerwnasesnat sn = eeite 
Dividend Payments. TO:CONVErUDIS Shareholders 5... iscen su cexawtesstennwensnvin tales wih ch oda shnaeeviene 
Increase in investment in associated and Other COMPAMIES ...............:.cecceeeceseeesecnevenee ee 


Increase (decrease) in working capital during the year ................ ee 


Changes in components of working capital: 


Increase (decrease) in current assets — 
CGashpanadile MPOLakVAMVESUMEM ES teaarecrmmnccren. tenuate emablcnna ty creromen nea dere Nea demerh ieee thea as at 
ACOOUMISTanalmelalSetlememis re Ce alll Omran umm uumencd eqns canein ic salen searinasienentneetaesie 
IAI AHCOs HSS detccces cance Rat ater ence Gooner a meodh bctucanc ambontmaanadnemes moe onanmmoae eenernaeh axsaaadonannpete 


Increase (decrease) in current liabilities — 
BACHRACH OTOCMO SS: Leas hcanitia satan de tne Readamaca a amen cea RaciAtr ne ranavennssea wan awatanate rset 
Long-term debt maturing Within ONE VEAP oo... eee ter etcetera e ete e terete eters 
OTHErACUME Ula DIL Ses noeeac ayaa eouacentee ce teetaae merchants cman cine vaca seh mentee acui cuewentt: as Unghie anal 


Increase (decrease) in working capital GUTING TNE VEAP... teste etnteeteneteeteertaeeeanens 
Working capital, DEGiNNING Of YEAF ........ cece rete ents ett etseeertseteetteeseeeneeenaeenaeenes 
Working capital, End Of Year ic. carcers nse eneedsuseddcuennesnneedennedanmernrconspseensenenbaruaunanensnnandestas 


(See notes to consolidated financial statements) 


1978 1977 
(000’s) (000’s) 
$ 5,500 $ (29,223) 

29,182 33,899 
11,731 13,983 
269 269 
(6,466) (7,209) 
7,428 5,627 
(1,198) (1,287) 
(245) (78) 
(988) (3,270) 
45,213 12,711 
381 28,135 
1,859 2,853 
360 37 
7,828 
79,418 
75,000 
55,641 198,154 
29,197 61,387 
13,767 20,314 
4,732 1,692 
4,756 973 
3,908 11,739 
204 (774) 
2,482 
13 
56,564 97,826 
$ (923)  $ 100,328 
$ (17,761) $ 72,265 
44,602 (39,879) 
(50,281) 87,402 
(23,440) 119,788 
(6,621) 1,554 
(7,414) (17,518) 
(8,482) 35,424 
(22,517) 19,460 
(923) 100,328 
252,411 152,083 
$ 251,488 $252,411 
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FALCONBRIDGE NICKEL MINES LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1978 


te 
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Accounting policies 
The principal accounting policies followed by Falconbridge and its subsidiary companies are detailed under the caption 
‘Accounting Policies’”’ on page 15. 


. Other charges 


Continuing costs incurred during the extended summer shutdown at the Integrated nickel’s Sudbury and Norwegian 
operations amounted to $3,503,000 in 1978 (1977 — $2,431,000). In 1977, other charges also included the following: 
$7,958,000 unfavourable price adjustments in respect of 1976 revenues; costs, totalling $3,991,000, for mining 
projects considered not recoverable and for mine shutdown costs; and production curtailment expenditures of 
$4,138,000 related to placing certain properties on a standby basis. 


. Depreciation, depletion, development and preproduction write-offs 


The write-off rates were adjusted on July 1, 1977 to reflect revised estimates of the economic lives of the Company’s 
assets. Had the revised estimates been applied as at the beginning of the preceding year, the 1977 depreciation, 
depletion, development and preproduction write-offs would have been $1,479,000 lower. 


Amortization of the Company’s new smelter environmental improvement project at Sudbury commenced in September, 
1978 and resulted in additional charges against earnings of $1,047,000. 


. Foreign exchange translation 


(a) If translated into Canadian dollars at year-end rates of exchange long-term debt would increase by $33,567,000 to 
$328,570,000. This change is not necessarily indicative of the amount repayable when the obligations are retired. 


(b) Realized exchange gains on foreign currency transactions amounting to $28,000 in 1978 (1977 — $1,298,000) 
have been recorded in earnings; net unrealized gains on translation of foreign subsidiaries’ financial statements for 
consolidation purposes, amounting to $12,729,000 at December 31, 1978 (1977 — $6,304,000), have been 
deferred and included in accounts payable and accrued charges. 


. Retirement plans 


The Company and certain of its subsidiaries maintain retirement plans providing retirement, death and termination 
benefits for substantially all salaried and hourly rated employees. 


Total pension expense for the year was $9,741,000 (1977 — $11,318,000) including past service costs of $4,584,000 
(1977 — $5,555,000). Based on the most recent actuarial evaluation, the unfunded past service costs for all pension 
plans in effect at December 31, 1978 are approximately $32,500,000 (1977 — $37,500,000) including $18,000,000 
(1977 — $21,500,000) which is computed to have vested. While the companies have no legal liability with regard to the 
past service cost, including that portion which has vested, the companies present intention is to discharge such 
unfunded past service costs over periods of up to 15 years. 


. Income and mining taxes 


To date certain amortization, depreciation and other expenditures of approximately $49,000,000 charged to expense in 
the Company's accounts, but not claimed for tax purposes, are available to reduce taxable incomes of future years. This 
amount gives rise to a deferred tax debit which has not been recorded in the accounts. 
For 1978 the difference between the amount of the reported consolidated provision for income and mining taxes and 
the amount computed by multiplying the earnings before taxes by the Company’s applicable tax rates is as follows — 
Canadian taxes 
Federal and Provincial 


provincial mining Foreign 
income taxes taxes taxes Total 
(000’s) (000's) (000’s) (000's) 

Earnings (loss). before taxes aia araecehess cece teenie ee ae ween $ 38,022 $38,022 $(12,473) $ 25,549 
Gompany's-tax, rates iii sti ose dene noe a tart  e 49% 18% * 49% 
Earnings (loss) before taxes multiplied by the Company’s tax rates. $18,631 $ 6844 §$ (6,112) 
Taxes reported iniaccountsi ie... ss tae eee ieee ee ee 10,590 a2, (5226) ae mle, O2il 
Increase (decrease) tovlbeseconciedien.<cnrsceda een eeere erent $ (8,041) §$ 413 ee) 886 
Reconciliation — 

@)iNon=claimableiexpenses ers, eee eee oe ae $ CEOS Zhu O map 163 

(2) Resource, depletion, processing and inventory allowances .... (11,546) (3,402) 

(3) Adjustments because of differences in companies’ tax rates .. (Zi) 1,126 23 

(4) Increase in unrecorded deferred tax debit ..............cccccccccceeeeee 2,384 

(S) Inter-company profits relating to INVeNtOrieS .......cccccccceeeeeceeee 2,580 Le 


(GOS) i a ae 
* Average determined from the graduated scale which ranges from 0% to 40%. 


Falconbridge Dominicana, C. por A. (Falcondo), a subsidiary company, has received income tax assessments for the 
1972 and 1973 fiscal years approximating Cdn. $5,700,000. Falcondo is presently appealing these assessments and, 


based on the opinion of management and counsel, the Company has not provided for and believes that there will be no 
material adjustments required to the consolidated accounts. 


7. Earnings (loss) per convertible share 


Earnings (loss) per convertible share have been computed using the weighted average number of shares outstanding 
(excluding shares held by subsidiary companies). Inclusion in the earnings (loss) per share computation of shares 
subject to issue under outstanding options (see note 11 below) would produce substantially the same results. 


The preference shareholder’s prior claim on earnings has been deducted for purposes of this calculation. 


. Inventories of metals 
Consolidated metal inventories consist of the following: 


1978 1977 
Metals Metals 

in Finished in Finished 

process metals process metals 

(000’s) (000s) (000's) (000’s) 

Derived from: 
COM DAINVES OFO sae canrac Aloe Wen hae ene eee tat ent pact h a aide $ 14,890 $ 43,410 Se AOA OS TAREISIS 
SUDSIGIANSSS pretars ete scarce ee een ene come ete Cyr ee 4,240 14,021 4,190 29,654 
KEUSOUNCE See Bae Steels Fires Ek oanak Seti 5. as an edn en 7,039 881 6,683 5,448 
Zo @O) sh iste) sl $ 28,667 $106,438 
$ 84,481 SkStoy OS) 


Inventories derived from the Company’s ore are valued on the “‘last-in, first-out’’ basis. If these inventories were valued 
at current cost the December 31, 1978 inventories of metals value on the consolidated balance sheet would increase by 


approximately $34,982,000 (1977 — $43,982,000). 


The inventory of finished nickel in all forms totalled 44,009,000 pounds at December 31, 1978 (1977 — 78,262,000 


pounds). 


Property, plant and equipment 


(a) The following table reflects the net book value of the consolidated property, plant and equipment on a functional 


basis (See note 3 of the notes to statement of supplementary information, page 28). 
1978 


TESTE 


Accumulated 


Accumulated 


depreciation Net book depreciation Net book 
Cost and depletion value Cost and depletion value 
(000's) (000's) (000's) (000's) (000’s) (000’s) 
Property, plant and equipment: 
Producing assets — 
Plant and equipment: 
Mines, mining plants and 
ancillary mining assets .... $368,707 $224,958 $143,749 $365,533 $209,187 $156,346 
SHAIS ITS GI eeeerne et se emenceal 100,369 23,08 76,788 24,381 22,073 2,308 
RETMEGVateoxt oti cetasarereaeecniaes 81,016 oy ey35) 28,687 70,808 47,937 228%) 
Townsites and other 
company housing ........... 16,720 TAZ 7,008 17,926 10,267 7.659 
Transportation assets and 
TAC ICS arent tecanee enews 9,842 ie) chars) 459 9,840 8,576 1,264 
Othe tenets cksmneen 21,401 11,829 9.5/2 20,844 de LO 9,734 
598,055 BS) SZ 266,263 509,332 309,150 200,182 
Properties ............0......c 21,702 3,009 8,193 Veh (SO) 12,438 De 
arid ccraecictoy cremate unctomn: 1 ASS: gas ee 1,778 
23,455 13,509 9,946 20,528 12,438 8,090 
621,510 345,301 276,209 529,860 321,588 208,272 
Non-producing assets (1) ............ OC Lee 260,90 30,955 124,052 24,761 GES) 
$679,442 $372,278 307,164 $653,912 $346,349 307,563 
Development and preproduction expenditures: 
RiOGUGIMNGIASSC(Sem ea memm creme aces 91,392 96,496 
Non-producing assets (1) ........... 57,958 51,065 
149,350 147,561 
$456,514 $455,124 
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(i) In 1978 the Company's smelter environmental improvement project was reclassified from the non-producing 
to producing asset balance sheet classification, the preproduction expenditures being included with plant and 
equipment. 


(b) As a result of production curtailments in the Integrated nickel operations, certain property, plant and equipment 


(c) 


and the related preproduction and development expenditures, with a net aggregate carrying value of 
approximately $63,000,000 have been placed on standby. The appropriate care and maintenance is being 
provided during the standby period to ensure the productive capacity of these assets will not be impaired. 


Non-producing assets do not include the assets placed on a standby basis (referred to in note (b) above) but 
include the following: 


Company and project 1978 1977 
Falconbridge Nickel Mines Limited — (000’s) (000’s) 
Smelter environmental improvement project — - 
Srrme|lter Ci) cscs ee Fes ck ceca perc aa eRe Nee a ee ; Sh Oi eee! 
PNG GR Stale dp pemeemerere mene tt scr niet haan 4 bathe drecmcttan on as aoe ce edudemcambetos 14,153 
ms elo el Adl| gLoa |) ere Nat et aces ce aarla cadet sbocndacic rma aunathGocseacde iaoden ote $ 20,896 16,350 
1@) igh =\an 9) fey (=(ey Com G1 ganar mecced.somar sarcia idpnou-pmastsin snodee congevevonbanneiceeuoner aqoceuomntbessuer 6,391 6,615 
Falconbridge Copper Limited — 
Corbet mine: Gil): deasscsiies canis ce aeons Fae eee ne ermine amie arent ae ne 16,437 12,251 
Falconbridge Nikkelverk Aktieselskap — 
PROCESS REVISION DMO GTA CI) Case evacrenuemen ae enel claret ear ernst cna emcee ree seers PST 6,060 
New Quebec Raglan Mines Limited — 
Subsidiary’s Cape Smith-Wakeham Bay properties (iV) ...........ccccceeeeeceeeeee ees 34,042 33,983 
Other subsidiary: COmpPanleSawiO|SGtSs C0 eae aire saree er rere nine telson aetna eee naan eneeenne 8,770 9,120 
$ 88,913 $ 150,356 


(i) Began commercial production in September, 1978, reclassified from non-producing to appropriate producing 
assets baiance sheet classifications. 


(ii) In the preproduction stage. 


(ili) Includes the costs related to certain projects upon which further work has been suspended pending a more 
favourable economic climate. The Company believes there is reasonable expectation that these costs will be 
recovered. 


(iv) Exploration, development and other expenditures relating to New Quebec Raglan Mines Limited (a 68.3% 
owned subsidiary) and its wholly-owned subsidiary company, Raglan Quebec Mines Limited, incurred in the 
development of the latter company’s Cape Smith-Wakeham Bay properties. 


Development work on these properties was suspended in 1971. Feasibility studies indicate that recovery of 
these costs through future mining operations is dependent upon (a) substantial increases in the present world 
nickel prices; (b) the ability to raise sufficient capital financing; (c) the successful development of an economic 
mining operation; (d) marketing of production; and (e) maintaining the permits and licences in good standing. 
Because of the world’s current over-supply of nickel it cannot be predicted with certainty when the 
expenditures on the properties will be recoverable by charges against income from future mining operations. 


10. Long-term debt 
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A. 


Details of long-term debt are as follows: ie a 
: 3 ; pie (000's) (000's) 

(i) Falconbridge Nickel Mines Limited 
7.75% Sinking fund debentures maturing February, 1991 (a) ........ccceeee $ 46,250 $ 47,500 
8.85% Sinking fund debentures maturing May, 1996 (U.S. $50,000,000) (b) 51,094 51,094 
Bank loan due August 31, 1982 (12% at December 31, 1978) (Cc) ........c 75,900 75,900 
Mortgages on Company housing and other obligations .........c.ccccccesceeseeeeees 110 
Total (1978 net of $1,250,000 maturing within one year) .......ccccceceeceeecees $ 173,244 $ 174,604 


(a) The Company is required to make sinking fund payments sufficient to 
retire $1,250,000 principal amount of the 7.75% debentures in each of 
the years 1979 to 1990. 


(6) No portion of the principal is due on the 8.85% debentures until 1981 
when the Company is required to commence sinking fund payments 
sufficient to retire U.S. $3,000,000 principal amount of debentures in 
each of the years 1981 to 1995. 


(c) The bank loan is part of a line of credit of $80,000,000 extended by a 
Canadian bank. Interest is payable monthly at the rate of % of 1% 
(reduced to % of 1% effective January 3, 1979) over the bank’s minimum 
commercial lending rate as may be established from time to time during 
the term of the loan. If in the opinion of the bank there is any material 
adverse change in the Company’s operations or financial position the 
$75,900,000 outstanding loan may, at the option of the bank, become 
immediately due and payable. 


(ii) Falconbridge Dominicana, C. por A. (Falcondo) (RD$1 equals U.S.$1) 
(a) Due to Loma Corporation (Loma)* (Payable in U.S. currency) — 


8.73% (1977 — 8%%) Series C demand mortgage notes** ............. RD$ 68,570 RDS 68,570 
812%: oenes.D demand subordinated NOteS s1s.m-;.1- eee. a akesorme, ee eneaels 34,000 34,000 
102,570 102,570 


* Payment will only be demanded under certain specified 
circumstances, the most significant being to meet payments due 
on notes of Loma (a U.S. financing company) issued in the same 
principal amounts and at the same interest rates as the above 
demand notes, as follows: 


8.73% (1977 — 8%2%) Series C secured sinking fund notes, 
due in semi-annual payments of U.S.$3,810,000 1980 to 
1986 inclusive**; and 

82% Series D guaranteed sinking fund notes, due in semi- 
annual payments of U.S.$3,400,000 1987 to 1991 inclusive. 


** In consideration of an increase in the interest rate from 82% to 
8.73% over the remaining life of the notes Falcondo arranged, 
late in the first half of 1978, with Loma to defer the 1978 and 1979 
semi-annual principal payments aggregating U.S. $15,240,000. 
Commencing in 1981, this deferment will become due in twelve 
semi-annual instalments of U.S. $1,270,000 in addition to the 
regularly scheduled principal repayments. 


(b) Due to International Bank for Reconstruction and Development — 
7% Loans, due semi-annually to 1984, payable in various currencies .. 19,953 19,756 
122,523 122326 


(c) Company housing — 
9%% Mortgages on company houses repayable monthly to 1993 in 


BYoyiAintoetny ROMO) Ie CUNREIMON, coo scoonbiosocsdneacsonaaodeur nanan conadsunduemeadadore 2,057 Zui 

124,580 124,463 

Less long-term debt maturing within ONG Year ............ ce eeeeeseeseeeseseseeeessennes SNS 10,522 
Total — As reported by Falcondo in Dominican Republic currency, translated 

aly Cal-Cnd fales: OF OXChaMGe -7.s assis suasensetancedwia, ae rhenmsmchatenienemanaearl RD$ 121,167 RD$ 113,941 
Total — Expressed in Canadian currency and reflecting the Company’s 

translation policy (1978 net of $4,048,000 maturing within one year) .. $ 118,554 $ 113,050 


(iii) Other companies — 
Various maturity dates and interest rates 
Total (1978 net of $540,000 maturing within one year) 0.0... Sy PAO Dron 40 


(iv) Maturity and sinking fund requirements 
Maturity and sinking fund requirements (stated at 1978 year-end rates of exchange) for the next five years are 
as follows: 
1979 — $ 5,838,000 1982 — $97,571 ,000* 
1980 — $14,840,000 1983 — $21,684,000 
1981 — $21,539,000 
* Includes Company bank loan repayment of $75,900,000. 


B. Guarantees, covenants and restrictions: 
(i) Falconbridge Nickel Mines Limited (Falconbridge) has guaranteed portions of the long-term debt of 
Falconbridge Dominicana, C. por A. (Falcondo), details of which are as follows — 
(a) Allloans are secured by a first mortgage on the assets of Falcondo, which have a net aggregate carrying 
value of RD $167,804,000 at December 31, 1978, and by a contract under which Falconbridge has 
agreed to buy all ferronickel of commercial value produced by Falcondo. Falconbridge is also obligated to 
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11. 


12. 
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provide 60% of the funds required by Falcondo to enable it to meet its operating costs and debt service 
obligations in the event receipts from the sale of ferronickel produced by Falcondo and other receipts are 
insufficient for that purpose. The loans from Loma Corporation are covered by a specific risk insurance 
issued by the Overseas Private Investment Corporation. 


(b) Falconbridge has pledged all of its holdings of its shares of Falcondo against repayment of these loans, 
other than the mortgages on company housing and the subordinated portion of U.S. $34,000,000. In 
addition, Falconbridge has made a direct guarantee for repayment of 60% of this subordinated portion of 
the loan. 


(c) In accordance with the terms of the loan agreements, funds of $2,992,000 (1977 — $10,204,000) 
(included with cash and temporary investments) are on deposit with the Trustee for use in paying current 
debt service and operating expenses of Falcondo. 


(ii) During the period that the Falcondo loans are outstanding, there are certain restrictions placed on the amount 
and nature of borrowing that Falconbridge may undertake. Covenants given by Falconbridge in this respect 
are substantially the same (other than the restriction on the payment of dividends) as those given by 
Falconbridge under its 8.85% debentures which include limitations as to: 


(a) The amount of dividends which may be paid by Falconbridge (see (iii) below); 
(b) The assumption of additional debt; and 
(c) Guarantees which it may give on certain indebtedness of its subsidiary and other companies. 


(iii) At December 31, 1978, the portion of retained earnings restricted under the 8.85% debenture covenants and 
not available for dividend payment, share repurchase and preference share redemption was $95,779,000 
(1977 — $96,139,000). 


Capital 
The issued convertible shares are Summarized below: December 31, December 31, 
1978 1977 
Class-A SHArESk, se. cBiccs ganihemeucesinivama is tessa manana nrite eu ee eee Mayme eee eae ace Meese a 4,864,496 4,858,519 
Glass |B SHAS cas sssa sus eee Re ee aac Race oR EN ere __ 159,959 _ 151,536 
5,024,455 5,010,055 
Less Class A shares held by subsidiary COMPANIES ...............ccceeeeeeeeeeeeseneeeees 45,483 45,483 
4,978,972 4,964,572 

Class A and Class B shares are inter-convertible at any time and are similar in all respects, including dividend rights. For 

1978 and prior years tax deferred dividends on the Class B shares could be paid out of either or both ‘“‘tax paid 

undistributed surplus on hand”’ or “1971 capital surplus on hand” as defined in the Income Tax Act of Canada. An 

amendment to the Tax Act prohibits payments of such dividends after December 31, 1978. 

During 1978, 14,400 Class A shares were issued for $25.00 per share under the stock option plan available to 

employees. The plan expired on December 19, 1978; however, under the terms of the plan options on 300 shares 

remain open until May 17, 1979. 

The 3,000,000 Variable Rate Cumulative Redeemable Preference Shares, Series ‘‘A’’, which were issued in 1977 toa 

Canadian bank, have a par value of $25.00 each and must be redeemed, at their par value, in August 1984 or may be 

redeemed earlier at the Company's option upon giving 30 days notice. The shares have a cumulative variable dividend 

rate calculated on a quarterly basis, equal to one-half of the bank’s minimum lending rate plus 1.5 per cent; and the 

dividend rate was 7.25 per cent at December 31, 1978. 

The preference shareholder has the right to appoint two members to the Board of Directors if dividends on the 

Preference Shares fall eight quarterly payments in arrears. Dividends on the Preference Shares have never been in 

arrears. 

Commitments and contingent liabilities 


(a) The following 1977 commitments and contingent liabilities were generally resolved in 1978: 


(1) The environmental improvement project involving major revisions to the Company’s smelting facilities at its 
Sudbury operations was substantially completed at a cost of $78,794,000 to December 31, 1978. The 
smelter's emissions are below the level in the Ontario Government's order for this date (see (c) (iii) below). 
Approximately $2,500,000 remains to be spent to complete a second furnace (in 1979) and to provide further 
in-plant environmental improvement; 


(ii) The Ontario Government has removed the time constraints relating to the deduction of processing costs 
incurred outside of Canada in computing profits subject to Mining Tax. Previous Government Regulations only 
permitted the Company to deduct the operating costs of its Norwegian refinery to December 31, 1978; and 


13. 


14. 


(b) 


(c) 


(d) 


(iil) The 1976 court-appointed referee's termination pay award to the employees who were laid off at Sudbury 
operations in late 1975 was invalidated by the Divisional Court and Ontario Court of Appeal. Application to 
appeal to the Supreme Court of Canada had not been made by the Union up to February 15, 1979. 


There are commitments outstanding at December 31, 1978 aggregating approximately $1,100,000 in connection 
with capital expenditure programs. 


The following directives from the Ontario Government are under continuing study and discussion with government 
Officials: 


(i) Construction of Canadian refining facilities; 


(ii) Exemption, until December 31, 1979, from a requirement to process in Canada ores mined from certain 
properties of the Company in Ontario, such exemption being limited to the quantity of nickel-copper matte 
capable of producing not more than 85,000,000 pounds of nickel per year; and 


(ili) The submission of plans, during 1980, to comply with additional environmental controls related to smelter 
emissions at the Sudbury operations by December 31, 1983. 


Pending completion of such discussions, it is not practicable to estimate the potential costs arising from these 
directives. 


During 1978 and 1977 a portion of accounts receivable was either sold without recourse or discounted with 
recourse. The cost, which was charged against earnings, amounted to $1,705,000 in 1978 (1977 — $3,185,000). 
At December 31, 1978 the Company has a contingent liability of U.S. $16,610,000 in respect of discounted bills of 
exchange drawn on its accounts receivable. 


Remuneration of directors and senior officers 

Charges included in the consolidated statement of earnings for remuneration paid or payable to directors and senior 
officers of the Company, as defined under the Business Corporations Act of Ontario, amounted to $1,249,000 (1977 — 
$1,344,000). 


Anti-inflation program 


Effective October 14, 1975 the Federal Government passed the Anti-Inflation Act and subsequently issued Regulations 
which were phased out in 1978. Under this legislation the Company and its Canadian subsidiaries were subject to 
mandatory compliance with controls on prices, profit margins, employee compensation and shareholder dividends. The 
Company and its Canadian subsidiaries believe they have complied with these controls. 
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STATEMENT OF SUPPLEMENTARY INFORMATION (Thousands of dollars) 


% ownership 


OPERATIONS (note 3): 
REVENUES iia coke catiencs ian ecient aice onc ea nmamme es 


Operating expenses — 
Costs of metal and other product sales ..... 
Selling, general and administrative expenses 
Development and preproduction 
expenditures written Off ...............ee eee 
Depreciation and depletion ...........:..::.. 
Othemehargesw aan eee eee 


Operating: pPronit, (OSS) eee eee eee tne 


Interest and amortization of debt expenses 
nts) § eaestmerr err eernine ye cecete ndechciaeatorctrvanmioahare 

Expenditures On exploration 2....2...,.cecc-c0ce. eee 

Expenditures on research and process 
Gevelopme;nit ces sieves Lebar cet eeu ees 


Earnings (loss) before investment income and 
TAKES. nas pune Ss cete van te tarnceuen cea em tentine ae emeea cee 


Earnings (loss) before taxes ........:..cs.s:ecsceseeers 
INCOME ra mal mMiMinGetaxeS leensmmcnnasam tencnnararee 


Earnings (loss) for the year before other items 


Falconbridge’s interest in above earnings 
(loss) after consolidation adjustments 
(NOTE 3.) viesiaes seretet ees dss We cane eee eee a eae 


WORKING CAPITAL (note 5): 


December 31, 1978 


PROPERTY, PLANT AND EQUIPMENT (notes 3 and 6): 


Producing assets, at net book value — 


Plantrandequipmenitnessssts.ccae ce meetar 

LEO! no} TOLKG| OSIAMTES ccc apanncocenacu on soseodadoeseweas 

Development and preproduction 
EXDEMGILUNES eersare uaccrst neem tart meme 


Non-producing assets, at cost less amounts 
written off 


PRINCIPAL LOCATION OF ASSETS 


MARKET VALUE OF FALCONBRIDGE’S 
SHAREHOLDINGS (note 7) 


Oamites 
Mining 
Integrated Falconbridge Falconbridge Company Wesfrob 
nickel Unallocated Copper Dominicana, Indusmin (Proprietary) Mines 
operations corporate Limited C. por A. Limited Limited Limited 
(100%) (100%) (50.2%) (65.7%) (69.0%) (74.9%) (100%) 
(note 2) (note 2) (note 3) (note 3) 
Si2OO 0152 YS e202 Slee 429 eo 69469" be 46: 686 sao ooo Sm meloRee 
159,234 87,443 76,092 32,665 10,079 10,85 
14,231 3,354 1,050 6,776 5,235 areas) 6 
4,282 4,459 2,844 30 99 52 
12,006 540 3,816 7,621 2,901 883 89 
3,903 
1s; Z2a0 3,894 96,768 93,633 40,831 12,374 12,33 
16,659 (7873) 35,661 (3,864) SIS 1,006 89 
AAS) 3,588 (1,366) 13,825 815 51 
GAS) Bho) 2,163 82 if 34 
3,006 132 
11,397 (103 TAY 13,907 954 51 34 
Secoe (8,976) 34,864 GatVAl) 4,901 95 54 
SHLOe 
5,262 (5,213) 34,864 (17,771) 4,901 955 54 
(1,181) 279 17,267 (6,042) 1,836 336 
$ 6443 $ (5,492) $ 17,597 $ (11,729) $ 3,065 $ 61g aS 53 
$6,443 -$ 405,492): -S.. -7,498 S$: (6,596) S102 0275 Ss 405 $ 55 
$ 232,915 $8 65,8075 7$5 756; 1555S)" 17 SCGn S470 ee Ome 
77,386 20,282 Talore 9,299 2,410 2,36 
$ 155,529 $ 451525) G44 5/8 Se Orc Ol ae OOO mE DEO TOL 
$ 146,543 $525,125 5 S2891204 Se Ol Caer p eA OOmm Dm TOS 
oy 53 2,/96 1,943 929 108 
52,124 5,301 31,554 434 509 1,42 
$ 202,420 By eee SSO SH te eV Sh SObys GS 
Oo OURO oS e437 $ 632 
Nickel, Copper, Ferronickel Industrial Copper Iron 
copper and zinc and minerals and and 
cobalt precious metals metal castings copper 
Ontario Quebec Dominican Ontario, South British 
and and Republic Quebec West Columbie 
Norway Ontario and U.S.A. Africa 
$ 43,940 $ 11,284 


(See notes to statement of supplementary information) 


December 31, 1977 


STATEMENT 4 


Consolidated 
ther total 
(after 
adjustments) 
(note 3) 

2,095 $508,211 
883 376,492 
597 29,932 
11,731 

297 29,182 
3,503 

ihe 450,840 
318 57,371 
(30) 25,622 
333, 7,662 
3,086 

303 36,370 
its) 21,001 
785 4,548 
800 25,549 
163 12,621 

_ 637 $ 12,928 
664 $ 5,500 
1,887 $348,939 
645 97,451 
1,242 $251,488 
541 $266,263 
417 9,946 
91,392 

958 $367,601 
0,773 $ 88,913 
5,786 $$ 71,010 


Oamites 
Mining 
Integrated Falconbridge Falconbridge Company Wesfrob 
nickel Unallocated Copper Dominicana, Indusmin (Proprietary) Mines Consolidated 
operations corporate Limited C. por A. Limited Limited Limited Other total 
(100%) (100%) (50.2%) (65.7%) (69.0%) (74.9%) (100%) (after 
(note 2) (note 2) (note 3) (note 3) adjustments) 
(note 3) 
Sine: CO wp ROOe aS Ol, 455 mom OS SO2 mona 2 442 0en pulO 404 sano O COOmmES 986 $381,684 
92,004 85,180 65,980 Silene) 9,005 9,120 563 288,943 
10,473 Shsyis) 624 PBN 3) 4,774 al, es) ing 782 22,686 
7,306 S736 2,851 24 116 278 13,808 
13,869 530 4,548 7,414 2,543 944 442 45 31,239 
10,912 Upeed 385 18,518 
134,564 iilgoZo 94,088 79,543 38,620 11,204 9,959 1,390 375,194 
(15,697) (9,434) 13,367 19,419 3,822 (710) (1,661) (404) 6,490 
6,546 3,265 (996) 12,785 691 (17) (36) 22,247 
PAS) 4,086 1,463 1h) 20 la}e)s) 543 9,726 
3,784 103 3,844 
13,309 1,301 467 12,860 819 Ga) IIS 507 35,817 
(29,006) (16,785) 12,900 6,559 3,003 (693) (2,216) (911) (29,327) 
5,444 14 i 342 5,789 
(29,006) (11,341) 12,914 6,559 3,075 (693) (2,216) (569) (23,538) 
COSI) 18 5,304 1,862 1,004 (244) 1 45 58 
NCTE) SS (Gee) SG AGO hy NS RS BO (449) $ @217) $ (614) $ (23,596) 
S21 620g 11350) GS 2918. S$) 2,788. S155 S20 0836) Sa celeo 1640 $1(29, 223) 
$ 257,982 SaeAZ ZOE Om C4 Smeo NO OOn = bs OSM pro SOOM OM |OO mS O12,319 
86,824 9,433 21,993 10,840 2,652 3,270 353 119,968 
So 17s} S 82109 S fens GG SOG 8 lees 20s) 810 $252,411 
$ 68,890 So Tee Sy Caos Ore Ss S22 8). Ose Ss 386 $ 200,182 
3,900 1,062 1,971 961 129 2 8,090 
51,068 8,520 33,895 464 608 1,941 96,496 
123,920 CE COOMMORIOIE COLT RO MC O00 MMO amon OOM Onno, OOOmsnS 388 $304,768 
PEC O; OO, Senco $ 643 $ 41,065 $150,356 
Nickel, Copper, Ferronickel Industrial Copper Iron 
copper and zinc and minerals and and 
cobalt precious metals metal castings copper 
Ontario Quebec Dominican Ontario, South British 
and and Republic Quebec West Columbia 
Norway Ontario and U.S.A. Africa 
ye SOC) teh ills $ 12,701 $ 51,783 
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FALCONBRIDGE NICKEL MINES LIMITED 


NOTES TO STATEMENT OF SUPPLEMENTARY INFORMATION 
DECEMBER 31, 1978 


ie 


28: 


Translation of foreign currencies 
Foreign currency items have been translated into Canadian dollars as explained in note B of the accounting policies on 
page 15. 


. Integrated nickel operations and Unallocated corporate 


Included under the caption ‘Integrated nickel operations’’ are the accounts of the Company and all its wholly-owned 
subsidiaries engaged in the integrated operations of mining, milling, smelting, refining and marketing of nickel mainly 
derived from Canadian ore. The Integrated nickel’s production operations are interdependent and are carried on in 
Canada (mainly mining and reducing ore to matte at Sudbury) and in Norway (matte refining). The Marketing Division is 
structured to serve worldwide markets. That portion of the Company’s net corporate expenditures relating to the overall 
direction and management of other activities of the Falconbridge group of companies and income from investment in 
associated and other companies have been segregated under the caption ‘“‘Unallocated corporate’. It is not 
practicable to segregate certain of the Integrated nickel operations and the Company’s corporate balance sheet items. 


. Consolidation adjustments 


Adjustments have been made on consolidation as follows: 

(a) Fair value adjustments 
The difference between the interest in the book value of the net assets of a consolidated subsidiary and the carrying 
value of the investment is accounted for as explained in note A (ii) of the accounting policies on page 15. 
The investment in consolidated subsidiaries is $11,072,000 less than the equity in net assets of these subsidiaries 
at December 31, 1978 ($13,943,000 at December 31, 1977) and this difference is included in the consolidated 
balance sheet as follows: 


Increase (decrease) eT Oe SE 
Property, plant and equipment — (000’s) (000's) 
Producing assets 
Plant and. qUuIpMent--oeeat ices <seteereereneeee pee eee erie eerie $ (660) S = (659) 
Accumulated: GepreciatiO nee sa seserrcrs ster teecceetteteeeee eer reeteen (425) (400) 
and and DrODe Files Hees cde eer ce raceme cr oan ta wien ee cert cena en ee 6,505 4,103 
Accumulatedidepletiomin: scererecacer ocean -eesoee eaten eee eee 4,308 4,107 
Development and preproduction expenditures .............ccceeeeceeeeeees (10,664) (12,052) 
Accumulated amontiZatiOn ime seetes tone aeetceee naa ease aa eee (3,314) (4,199) 
NOn=DrOduCING ASSetS a2scnaecee tee eee ees coe ee eet eee ce (6,614) (6,457) 
Investment in associated and other COMPANIES .............::cceeseecceceeeeeseeteeeeees 67 46 
OPP OE os viru ceucis Gebd aroun ts 3ib haces Ua dkae RRS Remee mrs Ue ecu ea ee Oceana ean 863 584 
Excess of interest in net assets of subsidiaries over carrying value of investments $ (11,072) $ (13,943) 


The depreciation, depletion and amortization of the fair value adjustments included in the consolidated statement of 
earnings increased the 1978 depreciation and depletion expense by a net $34,000 (1977 — $712,000) and 
decreased the 1978 and 1977 development and preproduction expenditures by $504,000 each. (See (b) below). 
(b) Falconbridge Copper Limited 
The fair value adjustment associated with the Company's investment in Falconbridge Copper Limited was fully 
depleted in 1978 by a charge to earnings of $59,000 (1977 — $737,000). 
(c) Falconbridge Dominicana, C. por A. (Falcondo) 
The ferronickel produced by Falcondo is purchased and marketed by Falconbridge. The earnings of Falcondo 
include profits on all ferronickel sold to Falconbridge whereas consolidated earnings exclude the profits relating to 
inventories of ferronickel held by Falconbridge at December 31, for subsequent resale to customers. 


(d) Other inter-company transactions have been adjusted to prevent duplication. 


. Interest in consolidated subsidiary companies’ undistributed earnings 


Falconbridge’s share of its consolidated subsidiary companies’ undistributed earnings at December 31, 1978 (included 
in Its retained earnings) amounted to $33,878,000 (1977 — $37,743,000). 


. Working capital 


aay ie 10, page 22, of the notes to consolidated financial statements for particulars of funds held in trust in respect of 
alcondo. 


. Property, plant and equipment 


See note 9, page 21, of the notes to consolidated financial statements. 


- Market value of Falconbridge’s shareholdings 


The market values shown are based on Canadian stock exchanges’ closing bid prices on December 29, 1978 and 
December 30, 1977. Because of the number of shares held by Falconbridge (representing control of the companies 


concerned), the amounts that could be realized if these securities were to be sold may be more or less than their 
indicated quoted market value. 


FALCONBRIDGE NICKEL MINES LIMITED 


STATEMENT 5 


STATEMENT OF INVESTMENT IN ASSOCIATED AND OTHER COMPANIES 


Shares Carrying value 
Shares of Market — Bonds, Contribution 
common Beneficial value Shares notes and to 
stock interest (note 1) (note 2) advances earnings 
(000's) (000’s) (000’s) (000's) 
December 31, 1978: 
Akaitcho Yellowknife Gold Mines Limited ........ 1,198,230 SOR). Geet o moO Cees Sh. $6)0) 
CanacianasUpenOmOetGure nee ee 294,143 Be 22,/96 17,465 
Dieksione Copper Mines Ltd. ........cccceernerres Siai2o Zi 62 
Giant Yellowknife Mines Limited ........0.00...00.. 824,413 19.2 Orie 3,799 412 
Mielmiyne Minesh Elimite cmemen nist tias ae asc 5,825 UP 4,308 HOS 88 
The Superior Oil Company (note 3) ................. 14,000 0.3 5,462 Sy hike: 40 
Thompson-Lundmark Gold Mines Limited ....... 600,000 12.0 ATE Sua 
United Keno Hill Mines Ltd. (note 2) ............... 1 USS, Sas) 48.4 Oh olere! 8,267 1,825 
OiHenCcompanleSmes eyes) eee ete seas ceda. 82 
$ 52,478 43,433 2,425 
Investments with no quoted market value — 
Westennylatinumne lim itec ervey scene ee 2,500,001 25.0 6,214 $ 5,224 1,008 
O@THeTACOMOAMNISS a iden aeri na caer 344 Bi kants 
$ 49,991 Sy toh). $ 4,548 
$ 55,242 
December 31, 1977: 
Akaitcho Yellowknife Gold Mines Limited ........ 1,198,230 365740 oo) 15378 $ 232 > 60 
Alminex Limited (investment sold in 1977) ...... 3,776 
Canacdianeoupe;Otms O©ise tC serene eran eee 294,143 8.8 17,465 I Z465 
Dickstone Copper Mines Ltd. ..............:ccc Sliveles Dif 2 67 
Dumnnpaime MIMeSsEVmmite Gi Sra. sentatcnsteennncssenencccns 1,068,558 48.6 64 59 $ aS 
Giant Yellowknife Mines Limited ..................00. 824,413 19.2 sees 3,799 124 
NACHE IMIS TAME) coodeecesstiosossoucentaceanbecnsnae 175,825 We 4,506 ORCS 176 
The Superior Oil Company (note 3) ...........0. 14,000 OFS S000 Ge is 28 
Thompson-Lundmark Gold Mines Limited ....... 600,000 12.0 174 Ci 
United Keno Hill Mines Ltd. (note 2) ............. 1,195,989 48.4 10,022 7,279 1,168 
@iiemRCOmDANleS merase sateen ta konctaatere lent 66 
$ 45,869 42,504 73 Syooe 
Investments with no quoted market value — 
Western Platinum Limited ................:.0008 2,500,001 2S (0) 6,214 5,224 
ONE HCOMDAINSS reese ee terenech meecmectenre comets 345 30 A57 
$ 49,063 S59) V2 $ 5,789 
$ 54,390 


Notes: 


The market values shown are based on Canadian and United States of America stock exchanges’ closing bid prices 
on December 29, 1978 and December 30, 1977. Because of the number of shares involved the amounts that could 
be realized if these securities were to be sold may be more or less than their indicated quoted market value. 


The carrying value represents the cost of the investments less amounts written off, and also reflects the interest in 
earnings of United Keno Hill Mines Limited which is accounted for on an equity basis (i.e. the investment is carried on 
the balance sheet at cost plus proportionate share of undistributed earnings). 


The increase in 1978 market value, compared to 1977, includes unrealized exchange gains on conversion to 
Canadian currency. 
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FALCONBRIDGE NICKEL MINES LIMITED 


SUMMARY OF 1978 CONSOLIDATED RESULTS BY QUARTERS 


(Unaudited — 000’s omitted) 


Metal sales (pounds): 


Integrated nickel operations — 
NICKS) scans ssa sde sonnet cet eecamecee cam cee anee 


Falconbridge Nickel Mines Limited (note 1) — 
Ferronickel (sales to Customers) .............:..005 
Inventory of finished nickel — all forms 
(Golo [6| iets) paeere ceri nes aeduc ney eG scenaaaciondc neat vaecarenstednacaue 


Earnings: 


Revenues from metals and other products ............. 
Interest and investment INCOME ..............ccseeeeereeees 


Costs other than the undermentioned .................+ 
Depreciation, depletion, development and 
preproduction writtemiOfi eee wae eee ees: 
Other charges (Motes 2 yaa te ees ayenieeencon careers 
Exploration, research and process development .... 
Interest and amortization of debt expenses ............ 
Natexo]gqtencel Molalla (NOTA CoS ee ae etn caencvartineaucurnpeceunes 
Minority interest in earnings of subsidiaries ........... 


Earnings (loss) for the period before extraordinary 
TLE NTA: sciaetistoasdre Sdpeth een RO ca Rae RRR Cee R NE ae ae 
Gain on sale of Alminex Limited shareholdings (net).. 


Earnings: (loss) itor thermeni@ Giese ats ttnaneee 
Dividend requirement on preference shares .......... 
Earnings (loss) applicable to convertible shares .... 


Earnings (loss) per convertible share: 
BLSVOMS) CANON META MGIM 5 sro icsncsonsnanscoocr coposer oe 


Form the period ce. eee tae.cosemeecanny mee eee 


Earnings (loss) contributions (note 2): 


Alminexccimitec (mOlerS) eee eae noes eae a eeree ee 
FalconbnidgerCoppeebimite carne cs nema 
Falconbridge Dominicana Ga pom Awan eee 
InG@usmin:lbimite dc. citar ee cn: emma een 
Oamites Mining Company (Proprietary) Limited ..... 
United Keno Hill Mines Limited (note 3) 
Wesfrob Mines Limited 


Total 


Integrated nickel operations, net of allocated 
COPMDORATS COSTS) ete renee ine ty aerate meer er 


Earnings (loss) for the period before extraordinary 
WE oanrian cen tueeeceretee came eee eae 


Gain on sale of Alminex Limited shareholdings (net).. 
Earnings (loss) fortlio perioditaeesn. sae eres 
Dividend requirement on preference shares .......... 


Earnings (loss) applicable to convertible shares .... 


Notes: 


1978 
Three months ended 
March 31 June 30 Sept. 30 Dec. 31 Year 1977 

13,746 20,977 15,800 20,818 71,341 32,047 
6,647 7,096 6,381 9,903 30,027 42,677 
389 254 236 376 1255 1,494 
22,196 20,522 22,831 22,006 (ai7/_|S¥5%0) 92,369 
19,060 23,550 20,219 22,508 85,337 89,032 
5,919 12,344 8,964 16,250 43,477 43,394 
78,487 65,340 56,450 44 009 44 009 78,262 

§ 993-012" 25 129°508)  Sii23 90 | Si Gi iG4 oro 0Se2 1a $ 381,684 
3,092 2,301 2,650 4,573 12,616 1d ES 
96,104 131,809 126,557 166,357 520,827 393,447 
78,128 105,683 99,826 122,792 406,424 311,629 
9,534 9,516 9,857 12,006 40,913 45,047 
3,503 3,503 18,518 

2,601 2,392 2,/18 3,037 10,748 13,570 
7,874 8,249 8,234 9,333 33,690 28,221 
391 2,689 7,053 2,488 12,621 58 

238 lee 2,441 3,397 7,428 5,627 
98,761 129,881 133,632 153,053 51S 820 422,670 
(2,657) 1,928 (AOS), 13,304 5,500 (29,223) 
20,238 
(2,657) 1,928 (7,075) 13,304 5,500 (8,985) 
1,052 1,143 1,198 1,339 NSE 1,692 
Oo (35709) (hei) SCRA) leks, 768 $ (10,677) 
(75)¢ 16¢ $ (1.67) $ 2.41 15¢ $ (6.23) 
75)¢ 16¢ $ (1.67) $ 2.41 15¢ $ (2.15) 

MS SS 

$ Aurea My ah aitey = SS > eNOVAL Ah Bbieisisy Sf NCI 2,913 
(1,144) (1,007) (3,406) (1,039) (6,596) 2,788 
118 642 616 651 ,027 tee 
(87) 182 (17) 327 405 (336) 

445 329 226 825 1,825 1,168 
(127) 247 (106) bor 55 Cal) 
al 70 229 244 664 (640) 

(203) 1,591 586 4,400 6,374 8,709 
(1,768) (1,945) (2,632) (972) (7,317) (16,303) 
(1,971) (354) (2,046) 3,428 (943) (7,594) 
(686) 2,282 (5,029) 9,876 6,443 (21,629) 
(2a6500) 1,928 (7,075) 13,304 5,500 (29,223) 
20,238 
(2,657) 1,928 (7,075) 13,304 5,500 (8,985) 
1,052 11s 1,198 1,339 4,732 1,692 
DS, 109) 2S ss (rene) So aesisis. 8 768 $ (10,677) 


1. See note 3, page 28, of the notes to statement of supplementary information. 
2. Includes the items detailed in note 2, page 20, of the notes to consolidated financial statements. 


3. Unallocated corporate shown on Statement 4, page 26, is after reflecting the interest in earnings of Alminex Limited and United Keno 
Hill Mines Limited, which are accounted for on the equity basis. 
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FALCONBRIDGE NICKEL MINES LIMITED 


TEN-YEAR REVIEW (unaudited) 


1978 1977 1976 1975 1974 1973 1972 1971 1970 1969 
EARNINGS (LOSS) FREVEMUCS aati eects eee acct $508,211 381,684 483,480 409,888 443,508 426,834 266,851 204,407 214,315 186,030 
(000's) Earnings (loss) (before extraordinary item) $ 5,500 (29,223) 14,703 3,221 30;595 49/343 5,165 17,468 42,190 46,890 
Per convertible share (note 1) .............. $ 0.15 (6.23) 2.96 0.65 Onl 9.96 1.04 B52 8.52 9.53 
Extra Onclinalhy stele vamecteutenans wiestetnce ts $ 20,238 7,100 (49,456) (475) 669 
Per convertible share (note 1) $ 4.08 1.43 (9.98) (0.10) 0.14 
EARNINGS (LOSS) Unallocated corporate (note 6) ..... Deol ie(16,303) Gt lit (4852) (25688) 2 71) 402)) 
CONTRIBUTIONS — Alminex Limited (note 9) 0... $ SKS) 3,424 2,952 2,922 2,040 1,263 
after consolidation Falconbridge Copper Limited .................... $ 7,498 2,913 1,637 198 3,981 W2 28)5) 3,058 
adjustments, before | Falconbridge Dominicana, C. por A. ......... pan (O;, 096) 2,788 8,834 5,689 3,309 9/933 503 
extraordinary items Indusmin Limited (note 7) ...........:cn eee $2027 1251 2,019 2,821 1,307 1,287 1,290 
(000's) Integrated nickel operations .................005 $16,443" (27629) 45727 (6,390), 116,395. 119,425 Oilhike 
Oamites Mining Company (Prop.) Limited $ 405 (336) 128 139 1,433 2,406 205 
United Keno Hill Mines Limited ................. $F s25 1,168 841 1,422 2,946 aes) (350) 
Wesfrob Mines Limited! ...........ccccceeseeeeee $ 551 (2211) (GS) Gye) 539 Zoe) (2/490) 
OUH|ELSH(MOLS A \wete ee ate eral decane sn sceaaaaue $ 664 (640) (853) 503 451 756 (30) 
Earnings (loss) (before extraordinary item) $ 5,500 (29,223) 14,703 B22 30,595 49,343 5,165 
FINANCIAL Working capital — 
POSITION Integrated) nickelioperations (motels). Silso,o29) 71158 82,461 98816 137,163 116,582 71,1387 67/611 
(000s) Falconbridge Dominicana, C. por A. 
(HOtET2 Re eee aes ee ence str eearce $7 44,578 — 425785 37,410) 33.708 28,94 86,214 25,680 326/601 
Falconbridge Copper Limited ............... oP 4020) 9 2,096) 924,409 7 720,768) 18,840 25,706 14,044 1573840 
Consolidated tOtaliem mec. nce cence cn $ 251,488 252,411 152,083 164,102 195,467 186640 113,463 117,954 
Property, plant and equipment (net) — 
PROCUCING) Meat 4 os caer onsen Mane $ 367,601 304,768 255,217 283,611 282,803 303,767 330,965 160,132 
INOM=PhOGUICIING eretaeees retecmer ty eeeceesee. $88 Gils bOS56 Y 167/654" 1438178) 1387/5044 105,021 86,507 312,799 
OMG RLSKITT Cle Lt mamas caaoaeeecence mee creer cae $295,003 (291,394 223,715) 255,121 274,616 288,493 301,921 293,336 
SHAREHOLDERS’ Shareholders’ equity (000s) $ 384,255 383,127 321,249 311,433 312,437 291,887 242,099 289,832 
DATA Amount per convertible share ............... Wellies) 61.50 64.13 62.21 62.47 58.37 48.42 Sy 
Dividends paid per convertible share ........ $ 0.50 1.00 1.00 2.00 1.00 1.00 Pfs) B50 3.50 
Number of convertible shares outstanding 
at end of year (note 3) (000’s) ............. 5,024 5,010 5,009 5,006 5,001 5,001 5,000 5,000 4,955 4,946 
Number of convertible shareholders ......... 8,351 9,150 SH COmmnOR G2 eK COO ee ail OAM Ieh2O4 m2 i iGen wee. lle ,06ir 
Preference shares (O00'S) ....u..eereereneeee S$. /5,000) > 75,000 
Dividends paid per preference share ........ Se eevee 0.564 
EXPLORATION, Explofation:acrranc.ssr IN ire tes Rese aoe Se OO2 9,726 8,325 7,826 11,482 8,895 6,768 10,246 9,307 6,036 
RESEARCH AND Research and development ..............00066 $ 3,086 3,844 3,769 4,100 4,382 3,304 2,546 Soll 4,208 2,683 
DEVELOPMENT 
(000’s) 
CAPITAL Expenditures (net) on property, plant, 
EXPENDITURES equipment, development and 
(000's) reproduction — 
ntegrated nickel operations (note 8)... $ 26,695 62,267 27,954 38,161 SOA42 Reel OOM SO iveun Do 404 = eolhoGr "3,245 
Falconbridge Dominicana, C. por A. ..RD$ 722 2,908 1,490 1,934 Soh 2123. lO 400) 1678809 167,540) 175774 
Falconbridge Copper Limited (note 4).. $ 4,956 5,415 8,903 7,400 14,968 9,076 S90 5,968 4,946 1,778 
Gonsolidateditotalerreemceeettwrcsee eee $ 41,105 78,848 44188 56367 59315 40632 61,804 144,862 
METAL SALES Integrated nickel operations — 
(000's pounds) Nickel 71,841 32,047 80,176 61,524 89464 99408 89,665 85,864 84141 80.647 
Copper COO2 Tene Z Gif 84:06 s40HalG. s56,98il 5 3i 255 156,464. 5 605985) 156,922 497456 
Falconbridge Nickel Mines Limited — 
Nickel in ferronickel (note 5) ................ AS AVMs T43,394 959,78  50:270 978,828) 1677644 
Falconbridge Copper Limited (note 4) 
GOPPe hint cupaew kevin phestasise laereteeetoaa aes: SOOO Mme SOO en Ce 9 SO, 50Se OG, ilu 80/935 80/870 62,012 50/320 52,752 
ZAINCY Ropes teeetens seit one vero: acttiausy detest 85,687 89/082" 73,480) 73,767 30,888 37,950 38,218 14,569 10,648 12,249 
ORE RESERVES Falconbridge Nickel Mines Limited ........... 78,808 80,670 83,405 89,099 90578 92,798 92646 99,933 97,405 94,217 
(000's tons) Falconbridge Dominicana, C. por A. ......... 68,500 70,000 72,500 638,700 66,000 68,500 70,800 72,300 62,800 62,800 
Falconbridge Copper Limited (note 4) ...... S239 8,653 7,187 9/234 «11,004 11,287 11;724 «11,543 9,777 7,921 


Notes: 


ESE Se 


Includes shares held by consolidated subsidiaries. 
This company was formed through an amalgamation of a number of companies in 1971. For comparative purposes the figures have been 


See note 7, page 21, of the notes to consolidated financial statements. 
See note 10, page 22, of the notes to consolidated financial statements. 


presented as if the amalgamation had been in effect throughout 1969 to 1971. 
5. Ferronickel sales to customers, see note 3, page 28, of the notes to statement of supplementary information. 


6. Before interest in earnings of Alminex Limited and United Keno Hill Mines Limited which are shown separately. 


7. For comparative purposes the 1972 to 1975 figures have been restated to combine the contribution of Indusmin Limited and Fahralloy 
Canada Limited. In 1976, Fahramet Limited, a subsidiary of Indusmin Limited acquired the operating assets of Fahralloy Canada Limited. 


8. Includes both the Integrated nickel operations and Company's corporate operations, see note 2, page 28, of the notes to statement of 
supplementary information. 


9. Investment sold in 1977. 
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FALCONBRIDGE NICKEL MINES LIMITED 


ACCOUNTING FOR INFLATION (unaudited) 


The following unaudited replacement cost data, which were extracted from the Company’s 1978 United States of America’s 
Securities and Exchange Commission (S.E.C.) Form 10-K filing, reflect the estimated current replacement cost of inventories 
and productive capacity of certain of the Falconbridge group companies compared with the historic cost of these assets at 
December 31, 1978 and 1977. 


Because of the subjectivity and inherent imprecision of the estimated replacement cost data they should only be viewed as 


indicative of the order of magnitude of the impact of inflation. 


(a) Inventories (000’s) 


Integrated Other 
nickel subsidiary 
operations companies Total 
December 31, 1978 
Inventory of metals: 
HIStOTIG: COSTE see ahaa aren Mee core etree A TROL ial ie SB AH 
Replacementicostitt va: < cian okt or eer rene oe un Mth serene aera Ser IGG NGOS me bie AO lteee a mre On 
Inventory of supplies: 
Historic cost— 
} OA] ciscatypaeiccus ecm eh ieee crete ieee ene ee Reo CE area ee S$ 12,48) Die (OC Cm OmmOG O49 
Deduct: 
SIOW MOVING aNG-CapltaliteniS es qvuccmer tee = eNotes 1,800 125 E925 
CONSUMMEDIES GS ei iecen ci eart anon scien te cee eaten mee ert Ornenne cee eae Gree UGS Ware baa 20,94 Se a ben bole 
Replacement cost — CONSUMADIES ..........cccccccncesecceeeeteeesrenneserees Sie 2,00 We = bemee OS OM OemEEOS, OOS 
December 31, 1977 
Inventory of metals: 
HISTONE: COST da sSieae sonueissemsen sie bear eee enema eralew le nc ener ae ae RaIR ee SOW, OO melon pan LOosOo 
ReplacementicOst icrty. cestense sane caten ns aes cree ee eater tas eee Oo 1515242522 Oo SoS Olan oes 1 Sanlo6 
Inventory of supplies: 
Historic cost — 
TiO teakase tee c8 edie re vam ease ein aac maaan Gen ue nes renee ELLs aca oe ens cay Seen, O2O ee belo. 0 Ooms Ooe OG 
Deduct: 
Slowsmovingrand capitaliitemS sac. 0t.teee.ncegcasteedeatenn EOS 149 1,854 
GONSUMADIES Aaa es es ee tite cer ea Gem er e eeae Gi lie O2 Sie pret 42 Oma OeoOe 
Replacement cost.— Consumables <. si).01... veces een, $12,706 <$% 20/183.) 8° 832.869 
(b) Productive capacity (000's) 
Historic Cost 
Amounts for Amounts for 
which replace- which replace- 

Total in the ment cost data ment cost data Estimated 
consolidated have not been have been replacement 
balance sheet provided provided cost 

(i) (ii) (ii) 
December 31, 1978 
Property, plant and equipment: 
Producing assets — 
Plant and equipment at COSt 0... cee >. 998,055. $79,463» $518,592 $1,176,346 
Accumulated depreciation ............cccceeeeee > Solv92 $66,415 © 9 265/377 3a 608 446 
December 31, 1977 
Property, plant and equipment: 
Producing assets — 
Plant and equipment BN COST siti ahaas-ateaene: %, 509,332 9$ —~ 78/451" 4G 8420 8818 32979 852 
Accumulated depreciation ..............ccceeeeeeee $ §309;150%.$)) 61,656 = 9-9 9247-4944. $a 5 742359 


(i) Generally represents the assets of subsidiaries’ operating mines which are expected to have short (10 years or less) 


remaining productive lives. 
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ACCOUNTING FOR INFLATION (unaudited) (continued) 


(ii) Estimated replacement cost — Plant and Plant and 
December 31 , 1978 equipment, Accumulated equipment, 
Integrated nickel operations — soe gestae IG ne 

FUSTORIC LG OS Ue teeta in Sy te aS cu sh a ad ge » 331,401 $ 184,858 $ 146,543 
REDIACEMEMT COSTES citer tree eri oer ce aeeaty Later Sa tae aD 127,833 416,579 311,254 
*Other subsidiaries — 
PISTON GSC OS banter tester tat tan ar ister ci lae na oe ee eee ee rere epee 187,191 80,519 106,672 
REDIACEMENECOS tems emearee ay caeeer cen una eee kr a 448,512 191,867 256,645 
Total — 
FISTORIC: COST tie teeter ete ERNE OR IS een ioe et ea DeeOlG S92 deeb ZOD Oils mo BeOS LO 
RO DIACEMMEMt COS terete teenie tires tie mnnnen see oe lr ae ae ARO $1,176,345 $ 608,446 $ 567,899 


December 31, 1977 
Integrated nickel operations — 


FIISTORIC- COST aa ketoa rac tikass a bron ter ne ee La nh emai mp G 245,954) 2S) 177,064 = S$ 68,890 
REDIACEMENL COSTA Aarne, mekea tian Seah aac ae arm emer ne ier 595,520 427,477 168,043 
“Other subsidiaries — 
EHISEGLICs GOST aes teae tn elaceine alec tai enter cen retiree Rene 184,927 70,430 114,497 
FLEDIACEIMENLCOSLM eased rok o see- canst ean mA Peony a Ue ene ian tee 384,332 146,882 237,450 
Total — 
FAISTOTIGRC OSTA or atnesaancst caea: cinta state eae atest cecal atie eee ane eee Drea OUCOn me om e444 Oe OGTOGU 
REDlaCeMme ht COST shay cc tr eect teeta ch icin io tenth aan A wie Ie Da ee $. 979°852° -S 574,359 = $ 405.493 


*Falconbridge Dominicana, C. por A.; Indusmin Limited; and Lakefield Research of Canada Limited. 


To arrive at replacement cost of productive fixed assets, current estimates of costs to construct or purchase were 
applied or other methods such as calculating replacement cost based on cost per unit of productive capacity were 
employed. Indices published by governmental and private organizations were applied to the historic cost of recently 
acquired assets. 


(c) Depreciation expense for 1978 and 1977 which would have been recorded if it were estimated on the basis of the 


average current replacement cost of productive capacity is as follows: en ; 
Depreciation expenses (iv) 


Historic Replacement 
cost basis cost basis 
December 31, 1978 (ii) (000's) (iil) 
WotaliGharged 10, CatminG Sain wren isaucactcaeace. nee ee ee cercer ete ee enone amare amen nee et ree $ 28,124 
Deduct amounts related to assets for which replacement cost data have not been 
PF OVIGES Ghitaert saintnantits we one tet ccc ecnttyu vdundaietaremence soar gepatants tachometer Me remaarmateecee a eter meer 5,114 
Amounts related to assets for which replacement cost data have been provided (i) $ 23,010 MD iayeiek) 
December 31, 1977 
MOTEL CHARGER. 10 SarmingS:aeresterac:corssccch cunt teatere deer eG oureenan daar hu pma een mee Nee Mme Omn Giae $ 32,297 
Deduct amounts related to assets for which replacement cost data have not been 
DROVIGSC se rcatenni nse t one ncinc ns etanctcnme tod nactiane re crepetucseccmner sua serp nats athe taeda ee meen ica pers 5,344 
Amounts related to assets for which replacement cost data have been provided (i) $ 26,953 $ 68,441 
(i) December 31, 1978 — 
Integrated: miCKel OperationSreris. .nccene-stten sao sadac weer enverec tem ase cette vaitonss senate sctew er $ 12,345 $ 29,726 
NOME SUDSIGIAM OS setters tacceeasee nin meee cen hens cae Gere cone eee nome me eee 10,665 25,873 
TCG she ot pees cee eminent EET aE ae TES eon eTocs maaan OBA LCR aoa lscaniicet arin aah $ 23,010 $ 55,599 
December 31, 1977 — 
[Integrated nickel Operations ..5.cc..-ccenmvs vetensuntnzeucloscivticnsssuwabrtalvenswias SoedSas eas $ 16,860 $ 48,752 
HOLME SU DSI Al leS eae centr aoc seateecr ete erin: seu ecU meine isc Meerrenite acter ues 10,093 19,689 
Go) (2 | Wen ne ee Cece eR ON ene TERR ah crt arse oineade Leder cease Reson Meets ceiacihe a tap eter $ 26,953 $ 68,441 


*Falconbridge Dominicana, C. por A.; Indusmin Limited; and Lakefield Research of Canada Limited. 


(ii) The method of calculation is detailed under note E of the accounting policies on page 15. 

(iii) Calculated using a straight-line method. ; 

(iv) The higher estimated depreciation expense under the productive capacity replacement cost basis would 
probably be partially offset by operational economies. 

(d) The difference between the replacement value and historic value of cost of sales is immaterial. Under the “‘last-in, first- 
out’’ method of costing the inventory current costs are reflected in the consolidated statement of earnings for the 
Integrated nickel operations. The other subsidiaries generally recognize revenues when metals are produced 
(consequently, the recorded revenues are matched with current costs) or have immaterial product inventories or 
differences between replacement and historic cost of sales. 
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The following pages present a more detailed review of the 
Integrated Nickel Operations and marketing activities of 
the Company during 1978. Also included are operating 
and financial data and commentary thereon for the 
following major subsidiary and associated companies: 


Falconbridge Dominicana, C. por A. 
Falconbridge Copper Limited 

Indusmin Limited 

New Quebec Raglan Mines Limited 

Giant Yellowknife Mines Limited 

Wesfrob Mines Limited 

United Keno Hill Mines Limited 

Western Platinum Limited 

Oamites Mining Company (Proprietary) Limited 
Blanket Mine (Private) Limited 


THE INTEGRATED 
NICKEL OPERATIONS 


Earnings 


The Integrated Nickel Operations 
contributed a profit of $6,443,000 in 
1978 compared with a loss of 
$21,629,000 in 1977. The turnaround 
resulted primarily from increased nickel 
sales and improved prices for cobalt. 
Sales of nickel totalled 71,341,000 
pounds, an increase of 123 per cent 
over the 32,047,000 pounds sold in 
1977. Copper sales, however, 
decreased by 30 per cent from 
42,677,000 pounds in 1977 to 
30,027,000 pounds in 1978 because of 
the reduced level of production at the 
Sudbury mines. This shortfall was offset 
to some extent by higher prices 
received for the metal. Although cobalt 
sales were below the 1977 level, the 
substantial increase in price during 
1978 more than offset the drop in sales 
and added significantly to the improved 
results. The continuing decline in the 
Canadian dollar relative to the United 
States dollar also had a favourable 
influence on earnings. 

Costs totalling $3,503,000, incurred 
during the extended vacation shutdown 
at Norway and Sudbury, are included in 
1978 operating expenses compared 
with $10,912,000 of other charges to 
earnings in 1977. Lower depreciation, 
depletion and amortization write-offs 
reflect the July 1, 1977 change in 
amortization rates resulting from a 
revision in the estimated economic lives 
of assets. Amortization of the new 
smelter environmental improvement 
project at Sudbury commenced in 
September 1978. 


Operating Review 


General 


The Sudbury Operations’ program to 
reduce the level of production to 
approximately 50 per cent of capacity 
was completed during the first half of 
the year. The scheduled extended 
vacation shut-down of operations took 
effect as planned beginning in July, 
with only one of the two lines in the new 
smelter operating during the first phase 
of the start-up program. The level of 


employment in 1978 was reduced by 
approximately 20 per cent, from 3,623 
employees at January 1 to 2,884 at 
year end. 


The collective agreement with the 
production and maintenance workers 
represented by the Sudbury Mine, Mill 
and Smelter Workers’ Union, Local 
598, terminated on August 21, 1978. A 
new agreement, retroactive to that 
date, was signed on November 28, 
1978. It will remain in effect for three 
years, with annual ‘‘re-opener’”’ 
provisions for re-negotiation of certain 
of the monetary items. 


The Company entered into an 
agreement with Inco Limited under 
which the remaining ore reserve of its 
Fecunis Mine was exchanged for a 
portion of Inco’s Lower Coleman 
orebody, adjacent to the workings of 
the Company's Strathcona Mine. 


Government Legislation 


The Ontario Government has recently 
amended the Regulations to the 
Ontario Mining Tax Act to allow the 
Company to continue to deduct the 
operating costs of its refinery in Norway 
in computing profits subject to Ontario 
Mining Tax. The previous Regulations 
permitted the Company to deduct such 
costs only to December 31, 1978. 
During the year, discussions with the 
Ontario Government continued 
regarding legislation concerned with 
refining in Canada. 


Capital Programs 


There were three main capital 
programs in 1978. The Smelter 
Environmental Improvement Program 
was substantially completed at a cost of 
$78,794,000 of which $12,817,000 
was incurred during 1978. 
Expenditures on the Fraser Mine 
development program, which 

continued at a reduced pace, 
amounted to $4,546,000 for the year. 
The Company constructed and placed 
in operation a new $2,800,000 tailings 
disposal and waste water treatment 
system at Falconbridge to meet Ministry 
of Environment guidelines. 


pe ———————————_——_____—_——————————— 
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Expenditures (net) on mines and 
plants for 1978 with comparative 
figures for 1977 are set out in the table 
below: 


1978 WS 


Property, plant 

and equipment $17,379,000 $48,504,000 
Development 

and 


preproduction 9,316,000 13,763,000 


$26,695,000 $62,267,000 


The Smelter Environmental 
Improvement Program 


The new smelting and acid plant facilities 
provided under the Smelter 
Environmental Improvement Program 
became operational prior to the 
extended vacation shut-down. They 
have replaced the old sinter-blast 
furnace system since production was 
resumed in August. The operation of 
these new facilities has progressed 
satisfactorily. 
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Ore Treatment 


During the year 2,283,000 tons were 
delivered to treatment plants from the 
Company’s mines in the Sudbury area 


compared with 2,865,000 tons in 1977. 


Early in 1978 the North and Lockerby 
Mines were temporarily closed and 
placed on stand-by. The East and 
Onaping Mines have been on stand-by 
since 1975. The Strathcona and 
Falconbridge Mines were operated at 
full production during the year, 

while Strathcona and Falconbridge 


mills were on a five-day-week schedule. 


The first production from the copper 
zone of the Strathcona Mine occurred 
in 1978, with the mining of 24,000 tons 
of ore grading 0.68 per cent nickel and 
10.8 per cent copper. At year end this 
zone, which has not yet been 
delineated at depth, contained proven 
reserves of 850,000 tons grading 0.52 
per cent nickel and 8.9 per cent 
copper. Present plans call for the 
mining of this orebody over a period of 
eight years. 


Ore Reserves 


Total proven and probable reserves at 
the Company's Sudbury Operations 
were reduced during the year. The 
marginal ore removed from reserves 
because of increased costs and lower 
nickel prices, and the ore consumed in 
processing, were partially replaced by 
new additions to the reserves. 


The following figures include 
appropriate allowance for dilution in 
mining: 


Year Tons of Ore 
1D 7:B is ice ARE eats ied i 78,808,000 
LOL eR. teeter ee ieee 80,670,000 


Falconbridge Nikkelverk 
Aktieselskap 


The production of refined metals was 
below capacity in 1978 due to the 

high level of inventory at the beginning 
of the year. The refinery was shut down 
for five weeks during the summer 
months and was cut-back from a five- 
day to a four-day-week throughout the 
year. The section of the plant which 
produces granular nickel was shut 
down for ten months of 1978. 


Two new fluid-bed roasters were 
brought into service and the last of the 
old Herreshof roasters was shut down 
permanently. This change in 
technology led to a substantial 
improvement in working conditions and 
operating efficiency. 


A new two-year collective agreement 
became effective on April 1, 1978. The 
agreement provides for an interim wage 
adjustment, through collective 
bargaining, after one year. 


Tons of Average 
Contained Metal Grade (%) 
Nickel Copper Nickel Copper 
1,162,000 611,000 1.47 0.78 
1,177,000 624,000 1.46 0.77 


Iconbridge “Granular Nickel”’ is 
eferred as a charge component in 
2elmaking shops and foundries. 


FALCONBRIDGE NICKEL MINES LIMITED 


MARKETING ACTIVITIES 


FALCONBRIDGE 
INTERNATIONAL LIMITED 


MARKETING REVIEW 


Nickel 


Nickel demand improved in 1978. 
Shipments by non-Communist world 
producers were approximately 
1,100,000,000 pounds compared with 
925,000,000 pounds in 1977, an 
increase of 20 per cent. The rise in 
demand together with production 
cutbacks resulted in a substantial 
decrease in producer inventories. By year 
end, producer inventories declined to an 
estimated 635,000,000 pounds 
compared with 812,000,000 pounds at 
the end of 1977. Consumer inventories 
worldwide remain at low levels, well below 
the excessive inventories which 
accumulated in 1975 and 1976. 


In the United States, nickel 
consumption was close to record levels in 
the stainless and high nickel alloy 
industries. An upturn in the aircraft, 
automotive and transportation industries 
in the last half of 1978 has continued into 
1979. In Europe, general economic 
conditions improved, slowly gaining 
strength as the year progressed. Stainless 
steel production continued to improve, 
particularly in Germany. 


Elsewhere, new markets for 
Falconbridge metal have been developed 
and existing markets expanded. In India, 
Latin American countries and Korea, 
nickel sales are encouraging. 


The highly competitive conditions 
experienced over the past two years 
practically eliminated profitable nickel 
production. In 1978, prices industry-wide 
continued to decline. 


To improve its competitive strength, 
Falconbridge has committed significant 
research and development effort to bring 
several new product forms to market. 
Product innovations such as 
Falconbridge Nickel Crowns, an 
improved form of electrolytic nickel for 
plating applications and Falconbridge 
Ferrocones, a small cast ferronickel 
shape designed for use by the stainless 
steel and foundry industries, will ensure 
the Company’s full market participation 
when the industry returns to higher 
production levels. 


Copper 


It is estimated that non-Communist world 
refined Copper consumption rose by 
approximately 4 per cent in 1978. There 
was significant turnaround in the copper 
market in 1978 with consumption 
reaching the highest level ever 
experienced in the industry. The result 
was a material reduction in refined metal 
stocks by year-end 1978. The outlook for 
1979 indicates another production 
shortfall with a further reduction in metal 
stocks. Prices in 1979 are forecast to 
increase significantly over those realized 
in 1978. 


Other metals 


Included among other metals extracted 
and sold by the Company are cobalt, 
gold, silver and platinum group metals 
which at current selling prices are a 
significant source of revenues. 


The cobalt producer’s price was 
increased several times during 1978 from 
U.S. $6.40 per pound at the beginning of 
the year to U.S. $20.00 per pound at the 
end of the year. Late in 1978, the 
Company began to toll refine cobalt- 
containing feed materials at the 
refinery in Norway. 


Gold and silver prices improved sharply 
over 1977 levels due to uncertainty in the 
currency markets. Platinum group metal 
markets and prices continued to improve 
due, in part, to the withdrawal of Russian 
supplies and speculation concerning the 
United States dollar. 


Commercial Services 


In addition to marketing nickel, 
ferronickel, copper, cobalt, precious 
metals and various by-products, 
Falconbridge International Limited and 
the other commercial organizations in the 
Falconbridge Group negotiate feed 
purchase and toll refining contracts 
covering a variety of ferrous and non- 
ferrous metal concentrates and precious 
metals. Products handled include copper, 
cobalt, nickel, zinc, lead and iron ore 
concentrates, and semi-refined precious 
metal materials as well as refined gold 
and platinum group metals. A severe 
shortage of cobalt developed during 


1978. Falconbridge International was 
able to provide additional cobalt through 
the successful negotiation of several 
purchases and toll refining agreements 
for cobalt-containing feeds. New areas of 
commercial interest are also being 
investigated by the Marketing group. 


Other marketing support to the 
Falconbridge Group during the year 
included product and market research, 
technical services, transportation and 
distribution management and marketing 
communications. 


Organization 


The Falconbridge commercial and 
marketing companies include 
Falconbridge International Limited based 
in Hamilton, Bermuda; Falconbridge U.S. 
Incorporated in Pittsburgh; Falconbridge 
Europe, S.A. in Brussels, Belgium; and 
Falconbridge Canada, the Canadian 
Marketing Division of the Company. 
These organizations, strategically located 
in or near large nickel consuming centres, 
achieved improved market share through 
WSIS. 


Management 


Falconbridge International Limited 


President W. G. Dahl 
Executive Vice-President E.H. Holm 
Falconbridge Canada 

Canadian Marketing Division of 

Falconbridge Nickel Mines Limited 

President M. O. Pearce 
Vice-President Sales T. J. Desanti 
Falconbridge U.S. Incorporated 

General Manager R. W. Bain 
Falconbridge Europe, S.A. 

General Manager J.H. Lilly 


—— ee a a a a 
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MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES 


Falconbridge Dominicana, 
C. por A. 


The Company’s operations were reduced 
in January 1978 to a single electric 
furnace line and remained at this level 
throughout the year. Restricting the rate 
of production enabled the Company to 
reduce its product inventory substantially; 
however, the effect on unit cost, coupled 
with a reduced net realized price and the 
impact of foreign exchange adjustments, 
resulted in a net loss of RD $12,311,000 
for the year (RD $1.00 equals U.S. $1.00 
at the official rate of exchange). This 
compares with net earnings of 

RD $3,242,000 in 1977. 


Demand for ferronickel recovered 
somewhat from the depressed levels 
which prevailed in the second half of 
1977, but further reduction of inventory 
by consumers and the ready availability of 
alternate steelmaking charge materials 
resulted in extremely competitive 
marketing conditions. Total shipments in 
1978 were 43,562,000 pounds of 
contained nickel compared with 
45,477,000 pounds in 1977. 


During the year the Company entered 
into a Supplemental Indenture to its 
financing agreements with the 
Institutional Lenders. In consideration of 
an increase in the interest rate from 8.5 
per cent to 8.73 per cent on the Series C 
demand mortgage notes, the semi-annual 
principal payments due in 1978 and 
1979, aggregating U.S. $15,240,000, 
have been deferred. Commencing in 
1981, this deferment will become due in 
twelve semi-annual instalments of U.S. 
$1,270,000, in addition to the regularly 
scheduled principal repayments. A 
Canadian chartered bank also agreed to 
provide the Company, until December 31, 
1981, with a term credit facility in the 
maximum amount of the Dominican 
Republic peso equivalent of U.S. 
$5,000,000. The Company has not yet 
availed itself of this facility. 


The long-term debt at December 31, 
1978 was RD $121,167,000, exclusive of 
RD $3,413,000 which matures in 1979 
and is shown as a current liability. The 
long-term debt includes an unrealized 
loss of RD $6,909,000 resulting from the 
conversion of the non-U.S. portion of the 
loan from the International Bank for 
Reconstruction and Development (World 
Bank) at 1978 year-end exchange rates. 
Of this amount, RD $2,364,000 was 
charged to expense in 1978 and the 
balance in previous years. 


All operating units in the mine and 
process plant continued to perform 
satisfactorily. Operational control 
improvements introduced during the year 
helped greatly to cushion the full impact 
of the cost escalation normally associated 


with operating at reduced capacity. 
Continued effort is being directed 
towards improving efficiency and 
increasing productivity in order to contain 
the escalating cost of energy and other 
inflationary effects. The Company 
continues to stress its concern for safety, 
training and protection of the 
environment. The rehabilitation and 
reforestation of mined-out areas has 
received international recognition. 


Expenditures on property, plant and 
equipment in 1978 were RD $722,000. 
The ore reserves at the end of 1978 
were 68,500,000 dry short tons grading 

1.64 per cent nickel. 

The total work force at year end was 
1,594 employees of whom 1,538 were 
Dominican and 56 were expatriate 
personnel. This compares with a 1977 
year end total of 2,107 of whom 83 were 
expatriates. 


Capitalization 


GOnnmmOnEShaneSire crete ee mesa eee eee 


As at December 31, 1978 


Production 


Shipments of ferronickel — nickel content in pounds ....... 


Outstanding Held by Falconbridge 

Naar ee 3,000,000 1.97. 524 65.7% 
Year ended December 31 
1978 1977 

43,562,000 45,477,000 


Financial 
(RD $1.00 equals U.S. $1.00) 


Revenue from metal shipments .................:...000 
Earnings before interest on debt, depreciation and 

AIMOMUZALIONW scatters «dancers moana nceamien meres 
SeMiNGs: (WSS) Eee Ell CMEMCSS sess scanssoones san snennce 
WOnkin@eCalpitall rec. seetn acca eernact otras ta tees 


RD$ 78,459,000 RDS 94,552,000* 


Long-term debt (1978 excludes RD$3,413,000 in current 


liabilities; 1977 excludes RD$10,522,000) ...... 


*Restated 


eee eee 2,742,000 25,395,000 
Pynsaiherneeten (12,311,000) 3,242,000 
~cogeaveseeens 37,593,000 39,097,000 
ates oot ene 121,167,000 113,941,000 


Falconbridge interest* in 


LOSS GUUS EU LONMENCIES, coneanonsoeasnasansssscensrbsssncesssons 


*Before consolidation adjustments 


Este MeaecUee Cdn.$ 7,706,000 


Per share of 
Falconbridge 
Slaere} 


Management 

President Marsh A. Cooper 
Executive Vice-President lan H. Keith 
Vice-President and General Manager W. W. Dales 
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MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES 


Falconbridge Copper Limited 


Net earnings for the year of $15,058,000 
were $7,757,000 higher than in 1977, 
reflecting higher metal prices and greater 
efficiency. Working capital increased by 
$12,829,000 after payment of dividends 
of $2,594,000, fixed asset additions of 
$1,861,000, preproduction expenditures 
of $3,095,000, exploration and 
underground development of $3,452,000 
and the purchase of 330,000 shares in 
the capital of Sturgeon Lake Mines 
Limited for $5,100,000. 


Total metal production from all three 
divisions of the company was 87,555,000 
pounds of copper, 85,337,000 pounds of 
zinc, 63,000 ounces of gold and 
2,492,000 ounces of silver. Copper 
production decreased by 4,814,000 
pounds from 1977, zinc by 3,695,000 
pounds and silver by 210,000 ounces. 
Gold production increased by 22,000 
ounces. 


Lake Dufault Division 


Operating profit for the year at the Lake 
Dufault Division was $10,272,000 or 
$5,749,000 higher than in 1977, primarily 
because of increased prices for copper 
and zinc. 


Tonnage milled totalied 411,000 tons 
of 3.36 per cent copper and 3.85 per cent 
zinc compared with 430,000 tons of 3.27 
per cent copper and 3.74 per cent zinc in 
1977. Production in 1978 of 26,282,000 
pounds of copper and 25,447,000 
pounds of zinc was slightly lower than in 
1977. Silver production at 388,000 
ounces was 8 per cent higher. Operating 
costs of $9,321,000 were held at the 
same level as in 1977. Preproduction 
expenditures on the Corbet Mine 
amounted to $11,305,000 at December 
31, 1978, of which $3,095,000 was 
incurred during the year. This mine is 
expected to commence production 
during the latter part of 1979. 


Ore reserves at the end of 1978 were 
calculated to be 3,706,000 tons 
(including 2,929,000 tons in the Corbet 
Mine) with average grades of 3.08 per 
cent copper and 2.6 per cent zinc. 


Opemiska Division 


The Opemiska Division achieved an 
operating profit of $9,891,000 compared 
with a loss of $254,000 in 1977, due to 
substantial increases in copper and gold 
prices, increased gold production and 
greater operating efficiencies. The first 
full year of production was achieved in 
1978 from the Cooke Mine where the 
gold content of the ore is significantly 
higher than at the Company’s other 
mines. 
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Ore milled totalled 1,067,000 tons, 
45,000 tons more than in 1977. Copper 
production in 1978 of 40,747,000 pounds 
was at the same level as in 1977; silver 
production increased by 17,000 ounces 
to 359,000 ounces; and gold production 
increased by 23,000 ounces in the year to 
50,000 ounces. 


Ore reserves at December 31, 1978 for 
the Springer, Perry and Cooke Mines 
totalled 4,930,000 tons grading 1.85 per 
cent copper compared with 3,764,000 
tons grading 2.44 per cent copper at the 
end of 1977. This significant increase in 
ore reserve tonnage is due to the 
inclusion of a large block of low-grade 
mineralization at the Springer Mine which 
can be mined at low cost by a large-scale, 
blast-hole method. 


Sturgeon Lake Joint Venture 


Throughout 1978, Falconbridge 
Copper’s interest in the joint venture was 
67 per cent, comprising a direct interest 
of 13.4 per cent and an indirect interest of 
53.6 per cent through its 67 per cent 
ownership of Sturgeon Lake Mines 
Limited. The latter company has an 80 
per cent direct interest in the joint 
venture. On December 28, 1978, 
Falconbridge Copper purchased the 
remaining 33 per cent of the shares of 
Sturgeon Lake Mines Limited from NBU 
Mines Limited. Thereupon Sturgeon Lake 
Mines Limited was wound up with 
Falconbridge Copper assuming its 
liabilities and assets. Accordingly, at 


Capitalization 


Gommonrsharesiet ccc co eeree enero cer 


December 31, 1978, Falconbridge 
Copper’s direct interest in the joint 
venture was 93.4 per cent. 


The profit of the joint venture in 1978 
was $18,036,000, an increase of 
$5,144,000 over that of 1977, with 
Falconbridge Copper’s share after all 
charges, amounting to $3,989,000. The 
profit increase was due to higher metal 
prices which more than offset the lower 
production. 


The Company’s share of the joint 
venture operating profit during 1978 was 
greatly reduced compared to 1977. 
During 1977, the Company received 
93.4% of the joint venture proceeds until 
recoupment of the preproduction 
financing during November of that year. 
After recoupment, during the remainder 
of 1977 and until December 28, 1978, the 
Company received 67% of the joint 
venture proceeds. 

Tonnage milled was 408,000 tons, 
down 15,000 tons from 1977. Production 
in 1978 at Sturgeon Lake was 21,977,000 
pounds of copper, 64,122,000 pounds of 
zinc, 1,869,000 ounces of silver, 
3,144,000 pounds of lead and 5,500 
ounces of gold. Production in 1977 was 
27,292,000 pounds of copper, 
67,824,000 pounds of zinc, 2,152,000 
ounces of silver, 3,824,000 pounds of 
lead and 6,900 ounces of gold. 


Ore reserves at December 31, 1978 - 
were 599,000 tons grading 2.34 per cent 
copper, 8.98 per cent zinc, 1.30 per cent 
lead, 5.17 ounces of silver and 
0.016 ounce of gold per ton. 


As at December 31, 1978 


Financial 


Revenue trom) metal Shipments ..........cccce-cceeee eee 
Earnings before amortization and depreciation .... 
(MexelnnKes CVn Xe) (AML MIMC) WERKE cconccgoonccoseasemsnconceannsscedce 
EanmingsrattereallichalGeSmrremcnteti sees eeetemer eee 
Dividends: palidittaacacsentecamecuann amen ctneaa cee 
WOrkKInGiCapitalltaneenccepameenceresereacecce sneer smearemnsonc 


Falconbridge interest* in 


Earningsratter allschanGeSiarmamememeerreeseeeeteeee te 
Dividends paid’ eases ccs cemeteries 


Excess of earnings over dividends ...................... 


“Before consolidation adjustments 


Management 
Chairman of the Board 


Outstanding Held by Falconbridge 
Pree. 12,970,125 6,509,696 50.2% 
Year ended December 31 
1978 1977 
oe $132,429,000 $107,455,000 
gencrncen 22,045,000 13,850,000 
Fe OEE 17,267,000 5,304,000 
doa eet 15,058,000 7,301,000 
a Ene ee 2,594 ,000 1,297,000 
ees 45,525,000 32,696,000 
Per share of 
Falconbridge 
ascend Bane $ 7,559,000 $1.51 
a er eee 1,302,000 0.26 
Rest nsates $ 6,257,000 $1.25 


Marsh A. Cooper 


President and Chief Executive Officer L. C. Kilburn 
Manager, Opemiska Division P. P. Dessureault 
Manager, Lake Dufault Division W. R. Wright 
Manager, Sturgeon Lake Joint Venture H. R. Graham 


Indusmin Limited 


Sales at $46,686,000 established a new 
record. Strong performance at all 
industrial mineral operations offset an 8 
per cent decline in sales of steel castings 
by Fahramet Limited. Limestone 
aggregates sales remained flat because 
of the low levels of construction activity 
prevailing throughout the year. 


After-tax consolidated net earnings in 
1978 were $3,042,000, exceeding by 5 
per cent the record set in 1976, and an 
improvement of 48.5 per cent over 1977. 
Fahramet Limited provided a profit of 
$481,000 compared with a loss of 
$182,000 in 1977. Lawson-United 
Feldspar and Mineral Company also 
added to profits since it was included for 
the full year 1978 but only six months in 
VQ 


During 1978 emphasis was placed on 
consolidating current operations and 
reducing the debt load; consequently, no 
major capital programs were undertaken. 
Silica and nepheline syenite operations 
are working virtually at capacity and 
orders for Fahramet castings have 
improved significantly. This has provided 
support for the resumption of engineering 
and planning for expansion and 
modernization programs in both Minerals 
and Castings Divisions. 


It is expected that 1979 sales and 
earnings will exceed those of 1978 as 
markets for the Company’s products 
remain strong. 


Capitalization 
GOMMMOMESIATE See tay eccnt a tase enm mine eon renner caer 


IES Acer eee Cie CGN ee ctae ee PE Oe et 
Earnings before amortization and depreciation ................. 
EEUMACS CUE Cll CHEWCES: crops snnsosoncasnossscndsessannesnoantonnaaacnne 
Dividends paid — 90@ per Share ..........ccccceeceeeesseserseeees 

SSLOW OM Oe PSL Iie non sancbaeandhoadabsdsanonoetonbeca hese 
WOrkInGGa pita lifer.caa. tee te ce oa sae ner beeen wa ee eee ere 


As at December 31, 1 
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Falconbridge interest* in 


Earmingsvattermallkchargesmuceunar center rece tte 
Dividends: Mal ueceetcacacccsee: cee tte carerdet were Peer tee ee 


Excess iieaiminGsiOVermciviGelC Cease =a = ere 


“Before consolidation adjustments 


Outstanding Held by Falconbridge 
1,167,901 806,030 69% 
Year ended December 31 
1978 1977 
$46,686,000 $42,442 000 
5,973,000 4,615,000 
3,042,000 2,048,000 
1,051,000 
993,000 
8,267,000 5,616,000 
Per share of 
Falconbridge 
$ 2,099,000 42¢ 
J 725,000 15 
$ 1,374,000 27¢ 


Management 


lan H. Keith 
C. M. Woodruff 


President and Managing Director 
Executive Vice-President 


New Quebec Raglan Mines Limited 


The Company’s wholly-owned 
subsidiary, Raglan Quebec Mines 
Limited, holds exploration permits 
covering 300 square miles and 157 
mineral claims located in the Ungava 
region of Quebec. 


In 1978 compilation of data from the 
1977 airborne survey was completed. No 
further exploration was carried out on the 
property in the year. 


Expenditures to date on the properties 
have amounted to $28,524,000. Because 
of the world’s current oversupply of 
nickel, it cannot be predicted with 
certainty when such expenditures on the 
properties will be recovered by charges 
against income from future mining 
operations. 


Estimated ore reserves are 16,050,000 
tons grading 2.58 per cent nickel and 
0.71 per cent copper. 


Capitalization 


New Quebec Raglan Mines Limited 
(CHOP ALAA © AIMEUIENRIS cenapoe  noonsect oc ganctacriaecncadae qposonséabpeaeseeaees 
Raglan Quebec Mines Limited 
Preferred shares — 6% 
== 3:8 0h taeda geet de Georeen ature arom 


GOMIMORESHANES srereccrscrecchecceeaoncrt cera nom tennunnanneeeeacere 
* Includes 20 common shares to be issued 


**** Wholly-owned by New Quebec Raglan Mines Limited 


Outstanding 


As at December 31, 1978 


Held by Falconbridge 


7,763,891*  5,300,087* 

7,500,000 7,500,000 

7,500,000 7,500,000 

2,.395,916** 2,395,916 
4,055*** 


Management 


President L. C, Kilburn 


68.3% 


100% 
100% 
** 100% 
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MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES 


Giant Yellowknife Mines Limited 


A sharp increase in gold price during 
1978 increased revenues from 
$17,365,000 in 1977 to an all-time high of 
$21,948,000 even though production 
levels and bullion output were lower than 
in the prior year. Average price received 
for gold rose from $164 per ounce in 
1977 to $233 in 1978. Net earnings were 
$3,731,000 compared with $2,451,000 in 
1977. 

Production from Giant Yellowknife 
Mines Limited and its subsidiaries, Lolor 
Mines Limited and Supercrest Mines 
Limited, fell to 397,000 tons from a record 
446,000 tons in 1977. The decrease was 
due in part to a planned shut-down of 
one week for repairs to the roaster stack, 
and another week at half production 
because of a classifier breakdown. 
Mechanical problems with other 
equipment and power outages were also 
contributing factors. The open pits 
provided 27 per cent of the mill feed 
compared with 41 per cent in 1977, 
reflecting a scheduled reduction to 
provide a more balanced utilization of 
open pit and underground ore reserves. 


The average grade of ore mined was 
0.271 ounce of gold per ton, the same as 
in +977. Treatment plant recovery of 
88.75 per cent was improved over the 
87.73 per cent recovered in 1977. 
Emissions from the roaster were 
successfully reduced. 


Overall costs were up because of the 
greater proportion of underground 
production, stepped-up drilling, 
development and exploration work in 
response to the higher gold price, more 
plant and equipment maintenance, and 
increased environmental work. 
Significant price increases for power, oil 
and supplies and a new labour contract, 
also added to expenditures. 


Wesfrob Mines Limited 


Net earnings for the year were $538,000 
compared with a net loss of $2,217,000 in 
1977. Earnings in 1977 were adversely 
affected by a two-month shutdown of 
mining and milling operations due to a 
strike at a major customer’s plant. 
Operations resumed in mid-January 

1978. 


Virtually all ore production, 893,000 
metric tons, was from the underground 
mine as the open pits which had supplied 
all the Wesfrob ore since the start of 
production in 1967 were exhausted. 
Production of iron concentrates in 1978 
amounted to 508,000 metric tons 
compared with 425,000 metric tons in 
1977. Production of copper increased by 
3,063,000 pounds to 5,769,000 pounds 
in 1978. The plant operated at 
approximately 79 per cent of capacity in 
1978, which was sufficient to meet sales 
demand. 
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Ore reserves as of December 31, 1978 
were 1,216,000 tons at 0.27 ounce of 
gold per ton compared with 1,004,000 
tons at 0.34 ounce of gold per ton at 
December 31, 1977. The much higher 
gold price enabled additions of low grade 
material and served as an incentive to 
launch drill programs in previously 
abandoned areas of the mine. New 
reserves added by diamond drilling 
totalled 144,000 tons. 


Exploration drilling at depth on the 
Giant property and to the north 
continued. No values were obtained at 
depth; however, some encouragement 


was received to the north on Supercrest 
ground where ore grades were 
encountered over narrow widths. Four 
holes were completed on the Northbelt 
property and these cut favourable schists. 
Follow-up drilling is required at depth and 
on the Supercrest and Northbelt 
properties. 


The tempo of outside exploration was 
increased as a result of improved 
earnings, with emphasis being placed on 
gold and uranium. Nine projects were 
undertaken, of which four were 
completed with negative results. Follow- 
up work is required on the remaining five. 


Capitalization 


GCOMMMONESMANESuseresceseara meee renee eei mens 


Production (Consolidated) 


As at December 31, 1978 


Financial (Consolidated) 


Revenue from metals produced 
Earnings before amortization and depreciation 


Earningsvatter allic ales, sess .eesuat see enese nn 
Dividends paid — 50€ per share ..................00 
= 150 Der SHANG. -cnssccesamepeasensere 


Working capital 


Falconbridge interest* in 


SAAMI: SME Cll CMBUCIESS. csoen cncesoecteecascenacnenauncen 


Dividends paid 


Excess of earnings over dividends .................. 


*Only dividends received by Falconbridge are reflected in consolidated earnings 


Capitalization 
Common shares 


Production 


Iron concentrates — dry metric tons ................ 
Copper concentrates — dry metric tons .......... 
Copper in concentrate — pounds .............066: 


Outstanding Held by Falconbridge 
poe es 4,303,050 824,413 19.2% 
Year ended December 31 
sa veal SNA rate 
Sate eA neh aa? 397,000 446,000 
BREA Sean oo 95,000 106,000 
See eS $21,948,000 $17,365,000 
Se a eno 4,455,000 3,339,000 
eet te € SO SOOO 2,451,000 
2 ee 2,152,000 
BRR a i ce 645,000 
ites ae: 10,754,000 8,838,000 
Per share of 
Falconbridge 
FE RA atest Sa al S000 14¢ 
(ie eae Se 412,000 8 
Se A aman $ 303,000 6c 


Management 
President and Managing Director D. J. Emery 
General Manager W. A. Moore 


As at December 31, 1978 


Financial 
Revenues from metals produced 


Earnings (loss) before amortization and depreciation 


Earnings (loss) for the period 
Working capital 


Outstanding Held by Falconbridge 
| BURR SCE OAD 3,832,994 3,832,994 100% 
Year ended December 31 
1978 1977 
a. resee 508,000 425,000 
Foe nen 13,000 6,000 
ee aE 5,769,000 2,706,000 
Reread: $13,222,000 $8,298,000 
Pee: 1,956,000 (1,507,000) 
A ae 538,000 (2,217,000) 
ey Bo heate he 3,828,000 2,099,000 


Management 


President 
Mine Manager 


United Keno Hill Mines Limited 


Earnings for 1978 were $3,769,000, up 
by $1,357,000 from 1977. Revenue from 
metal shipments increased by 
$4,763,000 as the average revenue 
received of $6.67 per ounce of silver was 
$1.47 per ounce higher than 1977. A 
substantial increase in revenue from lead 
sales was also recorded, due in part to 
sharply higher production and higher 
prices. 


Operating costs were $2,178,000 higher 
than in 1977. The major increases were for 


higher wages, power costs, mining 
development activity — particularly with 
the new open pit operations — and 
operating costs incurred by the cyanide 
plant which was re-activated in 1978. 


Only a minor amount of zinc 
concentrate was produced in 1978 as 
heavy smelter deductions and treatment 
charges coupled with increased 
transportation charges made production 
of this material uneconomical. 


Development at the Ruby Mine is on 
schedule after completion of a 2500 ft. 
adit to reach the vein. A minor amount of 
ore was mined in late 1978. The Ruby will 
be an important producer in 1979. 


A 1500 ft. cross cut on 700 level in the 
Keno Mine reached the target in late 
1978. This drive was made to investigate 


potential of this zone has not been 
determined, the ore zone is not expected 
to be extensive. 


Total ore reserves increased in 1978 to 
246,000 tons grading 31 ounces of silver 
per ton. At year end 1977, reserves were 


126,000 tons grading 40 ounces per ton. 
The 1978 figure includes 99,000 tons of 
proven ore grading 22 ounces of silver 
per ton from the Bermingham open pit. 
Underground ore reserves declined from 
126,000 tons to 110,000 tons grading 40 
ounces per ton. 


Capitalization 
Common shares 


As at December 31, 1978 
Outstanding Held by Falconbridge 


2,470,000 1,195,989 48.4% 


Year ended December 31 


Production 1978 OM 
FONSuOreamMille Clemens accu ere ue eee Oe Renee eee 90,000 91,000 
OQUMGESS SIMEP OVOCUMORE) oss rananncecsesascayeavosnoneensocnanosesnap anaes 2,738,000 2,784,000 
ROUNUSHCadtprOCUC ECan reat nee ena ee een 7,521,000 5,911,000 
POUIMCS ANTE. (OOLCIW CEC) oasespcoocsanacoasoa-ieeobdannnanonansoasdosopeecennnee 18,000 451,000 
Financial 
KSMENMULE COLA MEN! STN SMMAE IMIS, acononosonnoosensontnnssenpnpnonncess-cee $21,623,000 $16,860,000 
Earnings before amortization and depreciation ................. 4,338,000 2,805,000 
INCE) ere (MUI © Msacepbacg aren tetossucteterets ca savas Soanndcbssaunceoh ne ReCscncotet 3,769,000 2,412,000 
Dividends) paid 7 OGipeisihareuesnee ete errata eee eee eee 1,729,000 

= OU CMeh Shale cet arent ra tree 1,482,000 
VVOTKINGiCa Dita | sae aaa tan <n t Wn Mec era ty, Sonia nr rep be 16,684,000 15,429,000 

Per share of 

Falconbridge interest* in Falconbridge 
Earmimassattermallichargesses.tcn serene cone ate $ 1,825,000 36¢ 
DIVIGEMdS*Daldhe eta net cece Rear tenn sae mete ee 837,000 16 
XGESS Of SEUMIMNGS CMEP CINICKEMICIS onnossconssovnnsppdnnaansoosans 0505 $ 988,000 20¢ 


* Accounted for on the equity basis. 


Management 


President and Managing Director P. L. Munro 

ore encountered in 1977 drifting on the Mine Manager G. S. Dundas 
18 vein on 400 level. While the full 
Western Platinum Limited In September, 1978 the Company Development sampling results 

: commenced payment of arrears of continued to improve, averaging 4.98 
The profit for the year amounted to interest on its loans from shareholders. grams of platinum per ton over 95 
R3,120,000 compared with a loss of Payment of R400,000 was made in centimeters. Investigations are continuing 
R475,000 in 1977. Revenue from metal September and further payments of into the possibility of extracting platinum 
sales amounted to R25,405,000, an R2,600,000 were made by December, group metals prior to the shipment of 
increase of 24 per cent over 1977 1978. matte. 
revenue, reflecting the higher prices 
received for precious metals in 1978. 

Early in 1978 the throughput rate and As at September 30, 1978 
Capital expenditures for development and Capitalization Outstanding Held by Falconbridge 
eee ere tecliced dle 10 tie Gidinany. charesisiernciecie to: Ora eet te. cea 10,000,000 2,500,001 + 25% 
strained cash position caused by Rongt terra abt aaa eee eee R17,800,000 R4,450,000 25% 
operating losses and the increased level 
of nickel inventories in 1977. The No. 1 Year ended September 30 
shaft and Western belt incline sections Production 1978 1977 
were closed and operations were Hlieicl = sorvietri cies sete a cece einer RT eas deca 1,057,000 1,304,000 
confined to the Noel Shaft and East Pea ene ie SLO ICES a UME Sa setoss cies 113,000 131,000 
incline sections. As precious metal priceS —_ Nickel — POUNS ............sssssssssiseesenssecsunssesonnecsunssesennesseenees 3,047,000 3,617,000 
improved, the Company’s cash position 
eased and the throughput rate and Financial 
development activities were increased. = 
Ore milled in 1978 amounted to Fee oy ay eC MEDRIGTT 
1,057,000 metric tons, down 247,000 Revenue trom metal salest: name ea Ste R R25,405,000 R20,455,000 
metric tons from 1977. Capital Eamings (loss) for thie Year tants, cotere stanton? tevenns 3,120,000 (475,000) 
expenditures of R152,000 were incurred Working capital 13,451,000 9,546,000 


mainly on development and ancillary 
underground equipment. With the lower 
scale of operations, significant 
improvements in efficiencies were 
achieved as reflected in the financial 
results. 


Management 
Joint Managing Directors Ss. 
R 


Sa 
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MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES 


Oamites Mining Company 
(Proprietary) Limited 


The Company earned a profit in 1978 of 
$619,000 compared with a loss in 1977 of 
$449,000, while maintaining 
approximately the same level of 
production. A sharp restraint in operating 
costs and higher metal prices accounted 
for this marked improvement. 


Proven and probable ore reserves at 
December 31, 1978 amounted to 
2,127,000 metric tons, grading 1.18 per 
cent copper and 16.25 grams of silver 
per metric ton, a decrease of 1,407,000 
metric tons from 1977. This decrease in 
ore reserves is attributed to narrower ore 
width and lower grade at depth. 


As the copper grade of the mine 
decreases with depth, the possibilities of 
discovering a new ‘‘pay shoot”’ of suitable 
size and grade are receding. The life of 
the mine is highly sensitive to metal prices 
and in future years Oamites will produce 
progressively less copper as grades 
decrease and mining becomes more 
difficult. 


Capitalization 
CoOmMmMONESHANES ete. cate eee eae onde ec ee eee 


Production 


Woy nhowcol Keren all eVo hh Ca men IMGs Mrcocostceasceetoptonanagsoegcood seensonbecoornecads 
Milltineadiqrader(ConCOPPen)iteecnerac-eeesess rete e anaes eee 
Millsrecovenya( Go) ease accssteneacetere tee: tame aseanotee mart anaes 
Concentrates produced (dry metric tons) ......-..:eeeeeeeee 
Recoverable COppeh — DOUMGS maar nence eer eaate. seeeemeence 


Outstanding 
253,680 


Financial 


Revenue) ihomisalesyOn concentrates wenn meets, eeaeernene 
Earnings before amortization and depreciation ................. 
Eanmingsa(dloss)saftenallchaliG 6Smeeecerenreteeseetaate renee 
DividiendS pac ek tentetene eee aeeat ete cen erence ce coara mena 
AYO AAA Y@ ete 1 OU} GU: caccercneaeaceeccoaogadsdeescornsuboadactntansoonorsconcnaacesccce 


Falconbridge interest* in 


Earningsrattenallschargeshaeet me recses cote eteecceccesoa not 
IBY Wire Fela KS4 eral fe lbecoscaosboce et soncacatodmandteccoldocér scoeueocnodaerecoate tote 


EXCession ecalmings Over GIVICEMGS sancersncestteseeee ene-eenian. ccs 


“Before consolidation adjustments 


As at December 31, 1978 


Held by Falconbridge 
190,000 74.9% 


Year ended December 31 


1978 


615,000 


Wee 

92.28 
17,000 
15,247,000 


$13,380,000 
1,601,000 
619,000 
516,000 
2,069,000 


Management 


General Manager 
Mine Manager 


R. W. Banghart 
D. P. Hugo 


$ 463,000 


386,000 


$ 77,000 


mal 


620,000 
E20 

92592 
17,000 
15,209,000 


$10,494,000 
611,000 

(449,000) 
160,000 
1,383,000 


Per share of 
Falconbridge 


9¢ 
8 


1¢ 


Blanket Mine (Private) Limited 


Consolidated net earnings in 1978 were 
$557,000 compared with $545,000 in 
1977. The effect of the higher price of 
gold, which in 1978 averaged U.S. $187 
per ounce compared with U.S. $138 per 
ounce in 1977, was substantially offset by 
the loss incurred at R.H.A. Mines (Private) 
Limited and lower gold production which 
decreased from 18,400 ounces in 1977 to 
16,300 ounces in 1978. 


Tonnage milled in 1978 at the Blanket 
Mine was marginally lower than in the 
previous year. However, the decrease in 
gold production was due primarily to a 
drop in grade from 4.52 grams to 3.99 
grams per ton. While the mining of the 
lower grade ore became economic with 
the improved price of gold, there was a 
shortage of skilled technicians to cope 
with higher grade areas of the mine. Gold 
production in 1979 is unlikely to exceed 
16,000 ounces. 


The R.H.A. Tungsten Mine was 
developed to the point where the 
generation of underground mineral 
reserves justified improvements to the mill 
and the establishment of a full scale 
mining operation. As it was impossible to 
obtain sufficient technical staff, the 
development work at the site and 
production were suspended indefinitely. 


The future of these operations will 
depend on political stability in Rhodesia 
and the availability of technical staff. 
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Capitalization 
GOMMMOMESHANCS Wee cst sette cee ech re ees eee ee see een eee 


Outstanding 
9,208 


Production 


Blanket 
Orenmilled == tonsa Gmmetic) wares ee nceee seeds hese tae nese eene ees 
Goldrproduced*==OUNCES eres eee eee ce nae eee sel 
RHA 
(OVS (na MKeXo! ——WONMSS ((AMEWAIG)), coon seeanoanaconesuseonsacunsadaanscosbac66 
Nungsten concentrates — pounds «2.2... eee eee 


As at December 31, 1978 


Held by Falconbridge 


100% 


Year ended December 31 


1978 


153,000 
16,300 


17,000 
65,000 


Financial 


Net revenue from metals produced .............ceeceeeeeneeeeeeees 
Earnings betorerGepreclatiOnimeeeesracsmtee teeeeeeeeeeeercaeesenrere 
Earnings attemallichanGeS merce cetemancseescccsea sce aaeee 
Dividends: Waid! ascety-ceamccnte cote meee meme as canceermoaceee 


1977 


154,000 
18,400 


50,000 
90,000 


(Canadian dollars) 


$3,789,000 
760,000 
557,000 
785,000 


$3,348,000 
727,000 
545,000 
320,000 


Working Capital seaiscteace.ntet. ansteaamineaitaeth tt cecrdae retin 


Falconbridge interest* in 


EarningsrattemallachanGes mnemme sere eereeate se neces sence 
Divid@n ds: Paid! = s¥ nso. %nc5 os tasemtn net eee ceca Meena neta teafear = stepicress 


Excess of dividends paid over CarmingS ................eneeee 


Management 


Mine Manager D. Shand 


571,000 


$ 557,000 


785,000 


$ 228,000 


*Only dividends received by Falconbridge are reflected in consolidated earnings. 


593,000 


Per share of 
Falconbridge 
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